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PREFACE

Accounting Trends & Techniques—1989, Forty-third Edition, is a compilation of data obtained by a
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting
information disclosed in such reports. The annual reports surveyed were those of selected industrial and
merchandising companies for fiscal periods ending between February 2 6 , 1988 and February 2 , 1989.
Significant accounting trends, as revealed by a comparison of current survey findings with those of
prior years, are highlighted in numerous comparative tabulations throughout this publication. These
tables show trends in such diverse accounting matters as financial statement form at and term inology
and the accounting treatm ent of transactions and events reflected in the financial statements.
Accounting techniques are illustrated by excerpts from the annual reports of the survey companies
and the annual reports of companies not included in the survey which presented items of particular
interest or of an unusual nature. References (in the form of a listing of company identification numbers—
see the following paragraph) to additional illustrations of an accounting technique may be requested
from the American Institute of Certified Public Accountants either by writing or by calling Richard
Rikert— (212) 575-6394.
Each of the 600 survey companies included in this edition has been assigned an identification
number which is used for reference throughout the text in the discussion of pertinent information. 465 of
the companies were listed in the fortieth (1986) edition and each retained the number assigned in that
edition. The other 135 companies in the 1986 edition have been eliminated. Most of the eliminated
companies were elim inated because of a business combination with another company. The identifica
tion numbers of the elim inated companies have not been reused. Numbers 696 through 735 have been
assigned to the replacement companies. The 600 companies in the current edition are listed in the
Appendix of 600 Companies both alphabetically and by their identification number.
The American Institute of Certified Public Accountants has established the National Automated
Accounting Research System (NAARS) as an additional means of information retrieval. NAARS
includes a computerized data bank consisting of the full text of several thousand company annual
reports to stockholders supplemented by a literature file of authoritative pronouncements. Information
may be retrieved through individual computer term inal subscription or by requesting Institute personnel
to perform searches on an AICPA term inal. For further information concerning NAARS, contact Hal
Clark, American Institute of Certified Public Accountants, 1211 Avenue of the Americas, New York, NY
10036. Telephone (212) 575-6393.
Special acknowledgement is due to Matthew Calderisi, CPA; J. Richard Chaplin, CPA; Gregory
Frydman, CPA; W illiam A. Godla, CPA; Toni Monier, CPA; Joseph M. Nestor, CPA; and Anthony Tarallo,
CPA for their assistance in the analysis of the financial reports and preparation of the manuscript.
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EXECUTIVE SUMMARY

Those fam iliar with prior editions of Accounting Trends & Techniques should note that this edition
highlights changes in the annual reports of the survey companies resulting from new accounting and auditing
pronouncements issued or effective during 1988 and 1989. Those pronouncements are Statem ent o f
Financial Accounting Standards No. 94, “ Consolidation of all Majority-owned Subsidiaries” ; Statem ent o f
Financial Accounting Standards No. 95, “ Statement of Cash Flows” ; Statement o f Financial Accounting
Standards No. 96, “Accounting for Income Taxes” (as amended by SFAS No. 100); and Statem ent on
Auditing Standards No. 58, “ Reports on Audited Financial Statements.”
SFAS No. 94 requires the consolidation of all majority-owned subsidiaries including nonhomogeneous
operations. SFAS No. 94 was effective for fiscal years ending after December 1 5 , 1988. Examples of the
adoption of SFAS No. 94 are on pages 39-52.
SFAS No. 95 requires that a Statement of Cash Flows be presented instead of a Statement of Changes in
Financial Position for the same periods an income statement is presented. SFAS No. 95 was effective for
fiscal years ending after July 1 5 , 1988. Examples of Statements of Cash Flows are on pages 371-424.
SFAS No. 96 requires deferred income taxes to be computed based on the asset/liability approach rather
than the deferred method previously required under APB Opinion No. 11. The effective date of SFAS No. 96,
originally set for fiscal years beginning after December 1 5 , 1988, was changed by SFAS No. 100 to fiscal
years b
e
g in n in g after December 15, 1989. The FASB has proposed an effective date of fiscal years
beginning after December 1 5 , 1990. Although the survey companies were not required to adopt SFAS No.
9 6 ,98 survey companies did adopt SFAS No. 96 in 1988. Examples of the early adoption of SFAS No. 96 are
on pages 32-35, 288-290, and 294-298.
SAS No. 58 changes the form at and content of the Independent Auditors’ Report. SAS No. 58 was effective
for Independent Auditors’ Reports issued or reissued on or after January 1 , 1989. Examples of Independent
Auditors’ Reports are on pages 425-449.
In addition to the changes resulting from the issuance of the aforementioned pronouncements, there were
three noticeable trends. Table 2-2 on page 101 shows that over the past four years a substantial number of
survey companies have changed from an account form to a report form balance sheet. Table 2-3 on page 102
shows a continuing trend, with a sharp increase in 1988, regarding use of the balance sheet caption “cash
and equivalents” rather than “cash.” Table 3-2 on page 231 shows a continuing trend with regard to the
survey companies changing from a single-step to a multiple-step income statement.
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Section 1: General

TABLE 1-1: INDUSTRY CLASSIFICATIONS
1988

1987

1988

Meat products.......................

7

8

8

7

Dairy p ro d u c ts .....................

2

3

3

1985

T H IS S E C T IO N O F T H E S U R V E Y is concerned w ith gener
al inform ation about the 6 0 0 com panies selected for the sur
vey and w ith certain accounting inform ation usually disclosed
in notes accom panying th e basic financial statem ents.

Foods;

Canning, etc...........................

4

4

4

4
4

Packaged and b u lk .............

17

17

17

18

Baking ....................................

3

3

3

Sugar, con fe c tio n s .............

3

4
7

4
6

4
4
6

Beverages ..................................

7

Tobacco products.....................

4

5

5

5

T e x tile s .........................................

23

25

25

22

Paper prod ucts..........................

25

25

22

20

Printing, publishing..................

19

20

20

17

Chemicals ..................................

28

25

25

25

Drugs, c o s m e tics .....................

30

29

30

27

Petroleum

..................................

30

29

28

29

Rubber p ro d u c ts .......................

10

12

11

9

7

7

7

8

Shoes— m anufacturing, m er
chandising .............................

COMPANIES SELECTED FOR SURVEY
All 6 0 0 com panies included in the survey are registered with
the S ecurities and Exchange C om m ission. M any of the survey
com panies h ave securities traded on one of the m ajor stock
exchanges— 80 % on th e N ew York and 8% on the Am erican.
T ab le 1 -1 presents an industry classification of the 6 0 0 survey
com panies; T ab le 1 -2 indicates the relative size of the survey
com panies as m easured by dollar value of revenue.

TABLE 1-2: REVENUE OF SURVEY COMPANIES

Building:
Cement ..................................

4

4

4

3

Roofing, w a llb o a rd .............

9

10

10

11

Heating, plum bin g...............

3

2

3

3

Other .......................................

17

15

19

18

Steel and iro n .............................

20

17

17

16

Less than $100,000,000.......
Between $100,000,000 and
$500,000,000..................
Between $500,000,000 and

Metal— n o n fe rro u s ..................

16

16

16

17

$1,000,000,000.................

Metal fabricating.........................

20

21

19

18

Between $1,000,000,000 and

38

37

36

38

$ 2 ,000 ,000,000 ..................

Machinery, equipment and
sup p lie s ..................................
Electrical equipment, ap
pliances ..................................

17

19

19

20

Electronic e q u ip m en t...............

33

31

31

31

plies..........................................

21

21

20

20

Containers....................................

8

8

8

11

27

27

27

25

13

12

12

10

5

5

6

6

23

20

18

18

4

4

4

7

Business equipment and sup

Autos and trucks (including
parts, accesso ries).............
Aircraft and equipment.
aerospace...............................
Railway equipment, ship
building....................................
Controls, instruments,
medical equipm ent,
watches and clocks.............
Merchandising:
Department s to res ...............
Mail order stores, variety
s to r e s ................................

2

2

2

2

Grocery s to r e s .....................

12

13

17

Other .......................................

6

6

16
6

5

5

5

6

6

Motion pictures, broadcast
ing ............................................
Widely diversified, or not
otherwise classified.............

78

82

84

88

Total Companies.................

600

600

600

600

More than $2,000,000,000...
Total Companies...........

1988
50

1987
43

1986
49

1985
54

115

119

109

121

95

104

122

88

114
226
600

121
213
600

113
207
600

117
220
600
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Section 1 : General

2In the fourth quarter of 1988, the Company recorded accruals for costs
including relocation or closing of facilities and environmental control projects,
which reduced earnings per share by 29 cents. Also in the fourth quarter of
1988, the Company lowered its estimate of the annual effective tax rate to
39.5%, which added 11 cents to fourth quarter earnings per share.

INFORMATION REQUIRED BY RULE
14C-3 TO BE INCLUDED IN ANNUAL
REPORTS TO STOCKHOLDERS
Rule 14C-3 of the Securities Exchange Act of 1934 states
that annual reports furnished to stockholders in connection
with the annual meeting of stockholders should include au
dited financial statements— balance sheets as of the 2 most
recent fiscal years, and statements of income and of cash
flows for each of the 3 most recent fiscal years. Rule 14c-3
also states the following information, as specified in Regula
tion S-K, should be included in the annual report to stockhol
ders:
1. Selected quarterly financial data.

COMMERCIAL METALS COMPANY (AUG)

2. Disagreements with accountants on accounting and
financial disclosure.
3. Summary of selected financial data for last 5 years.
4. Description of business activities.
5. Segment information.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
N. Quarterly Financial Data (Unaudited):
Summarized quarterly financial data for 1988, 1987, and
1986 are as follows (In thousands, except share data):

6. Listing of company directors and executive officers.
7. Market price of Company’s common stock for each
quarterly period within the two most recent fiscal
years.
8. Management’s discussion and analysis of financial
condition and results of operations.
Examples of items 1 , 3, and 8 follow. Examples of segment
information disclosures are presented on pages 14-22.

Net sales...................
Gross profit..............
Earnings before extra
ordinary item and
accounting change.
Earnings per share
before extraordin
ary item and ac
counting change...
Net earnings.............
Net earnings per
share.....................

Nov. 30
$234,914
22,903
4,028

7,066

8,069

5,644

.45
4,028

.83
7,066

.94
8,069

.65
5,286

.45

.83

.94

.61

Quarterly Financial Data
PPG INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
14. Quarterly Financial Information (Unaudited)

Net
Sales
(Millions)

Gross
Margin1
(Millions)

Net
Earnings
(Millions)

Earnings
Per
Share

1988 quarter ended
March 31..............
June 30 ...............
September 30 ......
December 31 ........
Total.................

$1,373.4
1,450.5
1,360.8
1,432.0
$5,616.7

$ 549.4
601.7
544.0
569.3
$2,264.4

$118.6
133.8
112.9
102.3
$467.6

$1.07
1.22
1.03
.942
$4.26

1987 quarter ended
March 31...............
June 30 ................
September 30 ......
December 31 ........
Total.................

$1,260.8
1,333.7
1,260.5
1,327.6
$5,182.6

$ 488.3
518.5
497.5
512.2
$2,016.5

$86.9
102.4
91.3
96.5
$377.1

$. 73
.85
.76
.85
$3.19

1Certain amounts included in cost of sales for the first two quarters of 1988
have been reclassified to research and development expense to conform to the
basis of presentation adopted for the annual financial statements.

Net sales...................
Gross profit..............
Net earnings.............
Net earnings per
share.....................

Net sales...................
Gross profit..............
Net earnings.............
Net earnings per
share.....................

Three months ended (1988)
May 31
Aug. 31
Feb. 29
$295,698 $300,194 $298,366
24,161
31,997
29,491

Nov. 30
$207,044
17,341
1,525
.17
Nov. 30
$200,743
18,316
3,058
.35

Three months ended (1987)
Aug. 31
May 31
Feb. 28
$202,268 $230,465 $233,053
18,494
21,294
17,373
2,622
3,970
2,091
.23

.45

.29

Three months ended (1986)
Aug. 31
May 31
Feb. 28
$214,001 $241,254 $229,413
19,797
22,166
19,659
3,711
4,404
3,053
.34

.49

.42

The quantities and costs used in calculating cost of goods
sold on a quarterly basis include estimates of the annual LIFO
effect. The actual effect cannot be known until the year-end
physical inventory is completed and quantity and price indices
developed. The quarterly cost of goods sold above includes
such estimates.
Significant items increasing (decreasing) the fourth quarter
of 1988 net earnings are as follows:

Extraordinary item-litigation settlement..................................
Cumulative effect of change in accounting principle..............
LIFO effect..............................................................................

$(6,448)
6,090
(5,608)

3

Inform ation Required by SEC Regulations

BERGEN BRUNSWIG CORPORATION (AUG)
S e le c te d Q u a rte rly Results (u n a u d ite d )
Dollars in thousands,
except for per share amounts

First
Quarter

Net sales and other revenues................................................................................ $ 827,581

Second
Quarter
$ 867,094

Third
Quarter
$ 892,723

Fourth
Quarter
$898,970

Fiscal
Year
$3,486,368

Gross margin........................................................................................................

64,973

72,219

72,853

74,972

285,017

Earnings (loss):
Continuing operations........................................................................................
Discontinued operations....................................................................................

7,210
606

8,496
1,779

9,434
(510)

7,715
—

32,855
1,875

Net earnings..................................................................................................

7,816

10,275

8,924

7,715

34,730

0.36
0.03
0.39

0.42
0.07
0.49

0.46
(0.02)
0.44

0.39
—
0.39

1.63
.08
1.71

0.058

0.059

Earnings (loss) per share (fully diluted)*:
Continuing operations........................................................................................
Discontinued operations....................................................................................
Net earnings..................................................................................................
Cash dividends per share:
Class A Common..............................................................................................
Class B Common..............................................................................................

—

Market price per Class A
Common share*............................................................................................... $18⅝-10 ½
Net sales and other revenues................................................................................ $ 785,026

0.080

0.080

0.277

0.080

0.080

0.160

$17⅞ -10½

$20½ -15¾

$24⅝-18¾

$24⅝-10½

$777,266

$782,954

$783,735

$3,128,981

—

Gross margin........................................................................................................

60,888

60,054

61,455

62,994

245,391

Earnings:
Continuing operations.......................................................................................
Discontinued operations....................................................................................

2,539
400

3,914
521

4,015
678

3,378
442

13,846
2,041

Net earnings..................................................................................................

2,939

4,435

4,693

3,820

15,887

Earnings per share (fully diluted)*:
Continuing operations.......................................................................................
Discontinued operations....................................................................................

0.14
0.02

0.21
0.03

0.22
0.03

0.19
0.02

0.76
0.11

Net earnings................... ..............................................................................
Cash dividends per Class A
Common share*...............................................................................................
Market prices per Class A
Common share*...............................................................................................

0.16**

0.24

0.25

0.21**

0.058

0.059

0.058

0.059

$ 16¾ -12

$19 ¾ -14 ¾

$19-14¾

$20-15¼

0.87**
0.234
$

20-12

Bergen Brunswig Corporation Class A Common Stock is listed on the American Stock Exchange. There were approximately 3,600 shareowners of Class A
Common Stock on August 3 1 , 1988.
*Gives effect to the 37% stock dividend declared April 15, 1988.
**Actual computation is anti-dilutive.
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DURR-FILLAUER MEDICAL, INC. (DEC)
N O T E S TO C O N S O LID A T E D F IN A N C IA L STATE
MENTS
11. Selected Quarterly Data (Unaudited)

Summarized quarterl y financial data for 1988 and 1987 is
shown below. The 1987 fourth quarter earnings per share was
favorably affected by $.04 related to inventory adjustments.
($000 except per share data)
First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

$140,070
15,971
1,970
1,944

$142,334
17,412
2,522
(2,452)

$148,316
19,190
3,361
3,361

$156,946
19,907
3,595
4,095

.26

.34
(.67)
(.33)

.45
—
45

.47
.07
.54

.30
(.50)
(.20)

.38
—
.38

.40
.05
.45

$127,437
15,788
1,748
1,598

$131,859
17,306
2,525
2,318

Year Ended December 3 1 ,1 9 8 8
Revenues............................................................................................................ ...............................................
Gross Profit....................................................................................................... ...............................................
Income from Continuing Operations.......................................................... ...............................................
Net Income (Loss)........................................................................................... ...............................................
Earnings (Loss) Per Share;
Prim ary.........................................................................................................
Continuing operations.......................................................................... ...............................................
Discontinued operations.....................................................................
Net income.............................................................................................. ...............................................
Fully diluted
Continuing operations.......................................................................... ...............................................
Discontinued operations.....................................................................
Net income.............................................................................................. ...............................................

.26
.24
.24

Year Ended December 3 1 , 1987
Revenues............................................................................................................ ................................................
Gross Profit....................................................................................................... ................................................
income From Continuing Operations........................................................ ...............................................
Net Incom e....................................................................................................... ...............................................
Earnings (Loss) Per Share;
Primary
Continuing operations......................................................................... ................................................
Discontinued operations......................................................................................................................
Net income.............................................................................................. ................................................
Fully diluted
Continuing operations......................................................................... ................................................
Discontinued operations.....................................................................................................................
Net income..............................................................................................................................................

$119,929
14,888
1,708
1,568

$120,039
14,736
1,573
1,318

.22
(.02)
.20

.20
(.03)
.17

.22
(.02)
.20

.33
(.03)
.30

.21
(.02)
.19

.19
(.02)
.17

.21
(.02)
.19

.29
(.02)
.27
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Selected Information For Five Years
ALPHA INDUSTRIES, INC.
Five Year F in a n c ia l S u m m ary
(In thousands except per share amounts)
Year Ended March 31,
1988
Results of Operations
Sales.................................................................................................................
Cost of sales......................................................................................................
Interest Income (expense) n e t...........................................................................
Provision (credit) for income taxes...................................................................
Net income (loss)..............................................................................................
Per share data
Net income (loss)..........................................................................................
Dividends......................................................................................................
Common shares and common share equivalents...........................................
Financial Ratios
Return (based on net income— net loss)
On sales........................................................................................................
On average assets.........................................................................................
On average equity.........................................................................................
Research, development and engineering expenditures as a percentage of sales.
Financial Position
Working capital..................................................................................................
Additions to property, plant and equipment......................................................
Total assets.......................................................................................................
Long-term debt..................................................................................................
Stockholders’ equity..........................................................................................
Other Statistics
New orders (net of cancellations)......................................................................

$62,215
52,341
(181)
(1,785)
(3,203)

$

(.45)
—
7,162

(5.1%)
(4.4%).
(6.1%)
9.0%

1987
$70,083
53,449
(922)
(568)
(818)

$

(.11)
_
7,145

(1.2%)
(1.0%)
(1.5%)
10.0%

1985

1986
$70,996
59,717
(743)
(2,515)
(876)

$

(.12)
.025
7,131

(1.2%)
(1.1%)
(1.6%)
12.9%

$69,278
50,563
756
254
3,689

$

.52
.05
7,078

5.3%
5.0%
6.9%
8.9%

1984
$60,148
38,437
1,137
4,455
5,554

$

.79
.05
7,027

9.2%
9.0%
11.5%
7.4%

$23,482
3,832
71,259
8,229
50,840

$23,510
4,819
75,248
7,752
53,923

$21,812
9,807
80,719
14,182
54,667

$27,641
21,432
80,538
13,042
55,400

$34,576
4,829
66,182
4,120
51,420

61,000
$33,600

68,400
$31,000

61,800
$43,100

80,600
$52,500

72,200
$41,200
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ESSELTE BUSINESS SYSTEMS INC.
Selected Consolidated Financial Data

1988

Amounts in thousands except per share data
Income Statement Data
Net sales.................................................................................................................
Income from operations.........................................................................................
Interest expense, net...............................................................................................
Income before extraordinary credit........................................................................
Extraordinary credit................................................................................................
Net income.............................................................................................................
Balance Sheet Data
Total assets.............................................................................................................
Short-term debt......................................................................................................
Long-term debt......................................................................................................
Stockholders’ equity...............................................................................................
Earnings per Common Equivalent Share before Extraordinary Credit..........................
Earnings per Common Equivalent Share.....................................................................
Dividends Declared per Common Share1.....................................................................
Significant Data
Working capital......................................................................................................
Capital expenditures................................................................................................
Book value per common share...............................................................................
Average common equivalent shares.......................................................................
Significant Ratios
Return on sales......................................................................................................
Return on average stockholders’ equity..................................................................
Current ratio............................................................................................................

Year Ended December 31
1985
1987
1986

1984

58,939

$1,242,408
126,081
22,356
56,534
776
57,310

$972,832
102,868
16,013
45,043
811
45,854

$695,509
79,434
11,053
32,815
1,588
34,403

$610,161
69,309
11,809
28,106
1,923
30,029

$1,072,716
115,797
186,926
466,711
$2.87
$2.87
$0.88

$1,027,422
103,612
196,826
435,449
$2.75
$2.79
$0.72

$794,535
74,586
125,034
346,249
$2.20
$2.24
$0.56

$627,258
56,350
89,804
292,452
$1.61
$1.69
$0.44

$501,150
45,243
81,406
238,872
$1.56
$1.66
$0.18

$ 330,330
48,559
$22.75
20,519

$ 302,628
54,168
$21.35
20,540

$249,804
39,049
$17.01
20,473

$193,992
23,401
$14.40
20,391

$160,046
21,669
$11.77
18,050

4.2%
13.3%
1.9

4.6%
14.8%
1.9

4.7%
14.4%
1.9

4.9%
12.9%
1.9

4.9%
13.6%
2.0

$1,401,183
136,507
26,483
58,939
—

1The Company commenced the declaration of regular quarterly dividends in the third quarter 1984.

POTLATCH CORPORATION (DEC)
Selected Financial Data

(Dollars in thousands—
except per-share amounts)
Net sales.......................................................
Net earnings................................................
Working capital............................................
Current ratio................................................
Long-term debt (noncurrent portion)..........
Redeemable preferred stock.........................
Stockholders’ equity....................................
Debt to stockholders’ equity ratio................
Capital expenditures....................................
Total assets.................................................
Net earnings per common share:
Without dilution.......................................
Fully diluted..............................................
Cash dividends per common share..............

1988
$1,084,089
112,364
199,077
2.4 to 1
$ 367,517
—
722,041
.51 to 1
$ 114,256
1,417,741

1987
$ 992,077
87,623
146,170
2.1 to 1
$ 364,792
—
638,034
.57 to 1
$ 155,213
1,306,591

1986
$ 976,373
69,943
126,426
1.9 to 1
$ 344,312
—
574,566
.60 to 1
$ 95,615
1,219,573

1985
$ 950,323
37,669
73,020
1.6 to 1
$ 337,668
38,940
473,220
.71 to 1
$ 63,089
1,123,588

1984
$ 993,910
49,631
94,091
1.8 to 1
$ 285,939
38,940
563,809
.51 to 1
$ 32,712
1,144,361

$

$

$

$

$

$

4.04
3.78
.95

$

3.13
2.98
.86

$

2.49
2.45
.795

$

1.10
1.10
.78

$

1.40
1.40
.75
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THE GREAT ATLANTIC & PACIFIC TEA
COMPANY, INC. (FEB)
Five-Year Summary of Selected Financial Data
(Dollars in thousands,
except per share figures)
Operating results
Sales.......................................................................................
Income before extraordinary credits.......................................
Net income............................................................................
Per share data
Income before extraordinary credits.......................................
Net income............................................................................
Cash dividends.......................................................................
Financial position
Current assets........................................................................
Current liabilities.....................................................................
Working capital ......................................................................
Current ratio...........................................................................
Total assets............................................................................
Long-term debt......................................................................
Capital lease obligations.........................................................
Equity
Shareholders’ equity..............................................................
Book value per share.............................................................
Weighted average shares outstanding....................................
Number of shareholders.........................................................
Other
Number of employees...........................................................
Number of stores at year end................................................
Total store area (square feet).................................................

Fiscal 1987
(52 weeks)

Fiscal 1986
(53 weeks)

Fiscal 1985
(52 weeks)

Fiscal 1984
(52 weeks)

Fiscal 1983
(52 weeks)

$ 9,531,780
103,443
103,443

$ 7,834,859
69,010
95,010

$ 6,615,422
56,090
88,290

$ 5,878,286
50,779
215,779

$ 5,222,013
31,401
47,551

2.71
2.71
.475

1.82
2.50
.40

1.48
2.33
.10

1.35
5.74
—

.84
1.27
—

945,663
882,953
62,710
1.07
2,243,174
168,255
225,695

898,854
805,436
93,418
1.12
2,080,226
196,209
223,933

756,594
582,503
174,091
1.30
1,663,760
151,306
196,360

642,822
472,530
170,292
1.36
1,363,101
94,635
148,366

654,266
487,885
166,381
1.34
1,199,928
106,152
153,031

851,310
22.32
38,106,000
19,228

755,718
19.85
38,017,000
20,717

668,688
17.63
37,839,000
22,433

582,953
15.48
37,599,000
24,746

375,789
10.02
37,456,000
27,289

83,000
1,183
33,111,000

81,500
1,200
32,609,000

60,000
1,045
27,648,000

53,000
1,001
25,313,000

53,000
1,022
23,276,000

Management’s Discussion And Analysis Of
Financial Condition And Resuits of Operations
ADDSCO INDUSTRIES, INC. (JUN)
M A N A G E M E N T ’S D IS C U S S IO N A N D A NA LYSIS O F
FIN AN CIAL C O N D IT IO N A N D R ESU LTS O F O PER A TIO N S
The following discussion should be read in conjunction with
the consolidated financial statements and notes thereto. All
information is based on A D D S C O Industries, Inc.’s fiscal
calendar.

Results of Operations
The Com pany experienced a net loss in 1988 amounting to
$4 .6 million or $ 6 .6 8 per common share of stock. This loss was
comparable to a loss of $3 49 ,0 00 or $.51 per common share of
stock in 1987 and to loss of $ 3 .4 million or $5 .02 per common
share of stock in 1986. The Com pany last experienced a profit
in 1983.
During 1988, the earnings of the Com pany w ere significant
ly affected by a number of items. Earnings were increased by
$ 4 .7 million as a result of the gain recognized from the ter
mination of the Com pany’s pension plan for non-bargaining
employees. A federal excise tax of 10% w as paid on this gain.
The Com pany elected early application of the Statement of
Financial Accounting Standards No. 96, “Accounting for In
come Taxes,” which resulted in a cumulative increase in

income of $1 .3 million. T he Com pany also complied with
S ta te m e n t of F in an cial A ccounting S tan d ard s No. 8 7 ,
“Accounting for Pension Costs,” which resulted in increasing
income by $600 ,0 00 .
T he Com pany wrote down certain of its assets to their
estimated net realizable value which resulted in a decrease in
earnings of $893 ,0 00 . Also, the Com pany charged $3.1 mil
lion against current earnings for a large number of workers’
compensation claims filed against the Company for alleged
loss of hearing and other job related injuries.
Revenues for 1988 amounted to $ 3 7 .4 million compared to
$54.5 million in 1987 and $ 6 1 .8 million in 1986. T he decrease
in revenues resulted primarily from a decrease in the volume
of general commercial repair work. T he volume of new con
struction revenues remained comparable with the prior year
but remained well below the level the Com pany experienced
in the early 19 80’s.
The costs of contracts completed for 1988 amounted to
$3 9.7 million which exceeded revenues by $2 .3 million. This
was the first time the cost of completed contracts exceeded
revenues. T h e principal contributing factors were the signifi
cant amount of the provision for workers’ compensation of
$1.9 million, estimated losses on contracts of $1 .5 million and
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bad debts of $700,000. General and adm inistrative costs in
creased by $2.2 million, including $1.2 million for workers’
compensation claims, $550,000 for professional services and
$465,000 for excise taxes due as a consequence of the ter
mination of the pension plan for non-bargaining employees.

rently, rentals of portions of that property yield $1.8 million
annually, but management intends to more aggressively mar
ket that real property.

Liquidity and Capital Resources

The impact of inflation on the Company has lessened in
recent years as the rate of inflation declined. However, infla
tion continues to increase costs to the Company. As operating
expenses increase, the Company, to the extent permitted by
competition, recovers these increased costs by increasing
contract prices to its customers.

Net cash used by operating activities was $800,000 for
1988, as compared to $1.1 m illion in 1987 and $3.3 million for
1986. Capital expenditures were $443,000, $647,000 and
$487,000, respectively for the three years 1988, 1987, and
1986. At the present tim e there has been no decision concern
ing the extent of capital expenditures for the coming year.
The Company presently has no long-term debt. Earlier in
the year the Company converted its working capital line of
credit of $2.9 million to a term -loan to be paid out over a
36-month period. $2.1 million received as a consequence of
the term ination of the pension plan for non-bargaining em
ployees was used to reduce the term loan to approximately
$300,000 which should be completely paid in October, 1988.
A new working capital line of credit of $5,000,000 was
established to finance certain contracts and will be self liqui
dating as payments are received. The line of credit is secured
by certain contracts, inventory, accounts receivable, and cer
tain items of equipment. Subsequent to the close of the fiscal
year ending June 3 0 , 1988, the Company’s new construction
subsidiary was awarded contracts totaling $16 million. These
contracts provide for progress payments, but there may be a
need for the Company to obtain an additional line of credit to
meet cash demands required to perform those contracts.
Otherwise, the cash needs of the Company should be met
from internally generated cash flow, progress payment provi
sions in contracts, and the addition of the working capital line
of credit.
The notes to the financial statements describe certain con
tingencies which may have a m aterial impact on the liquidity of
the Company. The Company has estimated as recoverable
costs incurred in completion of certain contracts $1.4 million
which is considered current and $2.8 million which is consid
ered non-current. Management believes that the Company
will recover in excess of the amounts recorded as assets at
June 3 0 , 1988. Also, an estimate was made of the potential
liability for workers’ compensation claim s which have been
filed against the Company.
The Company’s repair subsidiary, Alabama Dry Dock and
Shipbuilding Corporation, has experienced substantial losses
from operations over the past six years. In July 1988,
ADDSCORP, sustained substantial damage to its only re
maining functional dry dock and management does not be
lieve there is enough profitable work available to justify the
substantial additional expenditures required to rebuild that
facility to meet government standards. Management is investi
gating the feasibility of acquiring a smaller, modern dry dock
and operating in a sm aller-vessel repair market. If a decision is
made not to enter that market, this repair subsidiary will have
to cease operations.
The Company’s new construction yard, Alabama Maritime
Corporation, has a backlog of approximately $19.1 million and
Doran-Alabama Propeller Company, Inc. has a backlog of
$450,000.
The Company owns real estate carried on books at its
historical cost of approximately $1.3 million which manage
ment believes has a substantially greater market value. Cur

Inflation and Changing Prices

AMERICAN HOME PRODUCTS CORPORATION
(DEC)
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following comments should be read in conjunction with
the Chairman’s Report to Stockholders on pages 2 to 5, the
consolidated financial statements on pages 36 to 39 and Note
14 to consolidated financial statements on pages 46 to 47.

Results of Operations
Net sales for 1988 increased 9% over 1987, while net sales
in 1987 increased 2% over 1986. Foreign sales increased
15% from the prior year, aided by a weaker U.S. dollar in
relation to most foreign currencies. Excluding certain Latin
American operations which have experienced significant infla
tionary price increases and related currency devaluations,
currency exchange rate fluctuations were responsible for
approximately forty cents of each U.S. dollar increase in for
eign sales.
Dom estically, net sales of the health care segment in
creased 9% in 1988. Sales of prescription drugs contributed
significantly to the increase in sales. U.S. pharmaceutical
sales increased 11%, as higher prices for most major prod
ucts, sales of new veterinary product lines acquired in late
1987 and early 1988, and higher sales volume in infant nutri
tional products, the non-steroidal anti-inflamm atory product
Orudis, and the hormonal products Premarin and Triphasil,
more than offset volume declines in tranquilizers, the Inderal
line and other oral contraceptives. Consumer health care
products increased by 7%, aided by increased Advil sales and
higher prices for most major products, and sales of products
acquired in late 1987 from VLI Corporation. Medical supplies
and diagnostic product sales were 7% above 1987, mostly as
a result of higher sales volumes, particularly in the ultrasound
equipment line. Prices were essentially unchanged due to a
competitive market. The Food and Household products seg
ment increased by 10%, prim arily from food volume increases
in the canned pasta and microwave product line extensions,
and newly acquired hot cereal products, as well as higher
prices, which more than offset sales volume declines in
household products.
The foreign health care segment increased 14% as results
were favorably impacted by higher prices for most major prod
ucts and by higher sales volumes in infant nutritionals, hor
monal products, vitamins and anti-inflamm atory products. As
mentioned previously, results in both segments were signifi
cantly impacted by inflationary price increases and related
currency devaluations in Brazil and Mexico.
Cost of sales as a percentage of net sales in 1988 was
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virtually level with the prior year’s results. In 1987, cost of sales
decreased as a percentage of sales prim arily due to the ab
sence of E. J. Brach Corporation which was sold in December
1986.

Company and through the Company’s raising approximately
$1.8 billion in new debt. This debt w ill likely consist of commer
cial paper and, to a lesser extent, other short and mediumterm obligations.

Selling, adm inistrative and general expense as a percent
age of net sales in 1988 approximated prior year levels. In
1987, as a percentage of sales, selling, administrative and
general expense increased by approximately 1%, primarily as
a result of increased expenditures in research and develop
ment activities at our Health Care divisions and increased
expenditures in promotional and advertising activities at most
of our maj or divisions.

In view of the Company’s significant liquid assets, its consis
tent ability to generate cash flows from operations and the
availability of funds under the Revolving Credit Facility Agree
ment mentioned above, we foresee no difficulty in providing
financing in connection with the Robins merger or other fore
seeable future needs.

Other income, net, reflects higher interest expense in 1988,
due to commercial paper financing which commenced in
September 1987 and has continued throughout most of 1988
until repaid in the fourth quarter. The decrease in other in
come, net, in 1987 versus 1986 was prim arily due to a higher
level of foreign exchange losses in Brazil and Mexico.

BAKER HUGHES INCORPORATED (SEP)

Net income increased 10% in 1988, benefiting from a lower
effective tax rate, reflecting the reduction in the U.S. statutory
rate from 40% to 34%. Likewise reflecting the reduction in the
U.S. statutory rate, net income in 1987 increased by 9%.
Net income per common share in 1988 increased 11%,
slightly higher than the increase in net income as a result of
fewer shares outstanding when compared to 1987. Net in
come per share also increased at a higher rate than net
income in 1987, due to fewer shares outstanding as a result of
the Company’s 1987 stock repurchase program.

Financial Condition and Liquidity
Cash and cash equivalents have declined approximately
$300 million since December3 1 ,1987 prim arily due to the use
of operating cash flows and existing cash balances to pay
dividends of $525 million, finance investment in property, plant
and equipment of $344 m illion and working capital (exclusive
of cash and cash equivalents and Commercial Paper borrow
ings) of $237 million. In addition, the Company repaid approx
imately $351 m illion of Commercial Paper in 1988 and used
such financing from time to tim e in 1988 in lieu of invested
funds, as a result of favorable borrowing rates and certain tax
advantages related to maintaining the status of the Com
pany’s portfolio. The increased investment in working capital
(exclusive of cash and cash equivalents and Commercial
Paper borrowings) of $237 m illion during 1988 relates primari
ly to higher trade receivables arising from an increase in
seasonal sales with special dated term s which are normally
collected in the fourth quarter and from the cash paid for a
building acquired in late 1987.
As more fully explained in Note 4 to the Consolidated Finan
cial Statements, the Company established a five-year Revolv
ing Credit Facility Agreement on April 2 9 , 1988 with a syndi
cate of banks led by Manufacturers Hanover Trust Company.
The facility allows the Company to borrow a maximum of $2
billion on an unsecured basis which may be used to satisfy
general corporate cash requirements, including acquisitions
and share repurchases, providing an alternative to commer
cial paper financing.
As more fully explained in Note 13 to the Consolidated
Financial Statements, the Company has agreed to acquire
A. H. Robins Company, Inc. (“ Robins” ) and provide funding to
satisfy Daikon Shield claims and expenses in Robins’ Chapter
11 case. The funding w ill total $2.3 billion and w ill be accom
plished through the use of existing cash from Robins and the

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Fiscal 1988 Compared to Fiscal 1987
Revenues in fiscal 1988 were $2.3 billion, an increase of
20.4% from fiscal 1987. The increase was prim arily attribut
able to an increase in demand for the Company’s oilfield
products and services. This increase in demand is related to
increased worldwide drilling activity, driven prim arily by an
increase in U.S. offshore and natural gas drilling. The in
creased demand has also contributed to the firming of prices
for the Company’s oilfield products and services. Also contrib
uting to the improvement in revenues was an increase in
revenues in the Company’s mining business segment, which
is reflective of strengthening in several of the markets served
by this segment and the weakness of the U.S. dollar as com
pared to the prior year. The Company’s foreign revenues
accounted for 53.3% of revenues in 1988, compared to 55.5%
in 1987.
Cost of sales, services and rentals increased 10.6% to $1.5
billion from the 1987 level. The increase is directly attributable
to the increase in revenues, however, the rate of increase is
substantially lower than the increase in revenues and is reflec
tive of cost containment and consolidation programs as well
as the increases of the prices of the Company’s products and
services.
Marketing and field service expense and general and ad
m inistrative expense increased 5.7% and 6.3% from 1987,
respectively. The increase is substantially lower than the in
creases in sales due to cost containment and consolidation
programs discussed above. General and administrative ex
pense includes gains and losses resulting from the translation
of foreign currencies. The Company incurred net foreign ex
change translation losses of $6.9 million and $2.3 million in
fiscal years 1988 and 1987, respectively. The Company ex
pects that foreign exchange losses w ill remain at this level or
increase slightly in the future.
During 1988, the Company recorded unusual credits-net of
$47.5 million. This amount includes credits of $95 million and
$55.2 million for the patent infringement settlements from
Smith International, Inc. and Dresser Industries, Inc., respec
tively (see Note 4 of Notes to Consolidated Financial State
ments). In addition, the unusual credits-net include charges to
operations totalling $102,682,000 resulting from the Com
pany’s determination that certain of its assets had been per
manently impaired due to changes in market conditions and
operating strategies and that disposal of certain product lines
and continued consolidation of geographic operations was
necessary (see Note 4 of Notes to Consolidated Financial
Statements). Of the unusual charge, $37,807,000 relating
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prim arily to the restructuring of the Company’s mining equip
ment group was recorded in the fourth quarter of fiscal 1988.
Net interest expense was $61.5 m illion in fiscal 1988, a
decrease of $15.7 million, or 20.3% from 1987. This decrease
is attributable to the interest income earned on the proceeds
received from the patent infringement settlements discussed
above and a reduction in the amount of outstanding debt.
On the operational basis, income for the year (income be
fore income taxes, m inority interest, net unusual credits, and
net pension gains) was $81.0 million compared to an oper
ational loss of $144.2 m illion in fiscal 1987.
During fiscal 1988, the Company recorded an extraordinary
item of $43.9 million relating to the reduction of income taxes
arising from the carryforward of prior years’ U.S. operating
losses (see Note 9 of Notes to Consolidated Financial State
ments).
The Company anticipates adopting Statement of Financial
Accounting Standards No. 96, Accounting for Income Taxes,
in fiscal 1990 without restatement of prior years. Under this
standard, the provisions of enacted tax laws are applied to the
assets and liabilities of the Company to measure the amount
of taxes payable or refundable currently or in future years as a
result of all events that have been recognized in the financial
statements. Due to the Company’s operating loss carryfor
wards from prior years, the Company does not anticipate that
the new method of income tax accounting will have a signifi
cant effect on its consolidated financial statements.
Capital Generation and Liquidity: Total debt outstanding as
of September 30, 1988 was $487.9 million, a decrease of
$52.8 million, from September 30, 1987. This decrease is
prim arily due to the repurchase of long-term debt (see Note 6
of Notes to Consolidated Financial Statements) and a reduc
tion of short-term borrowings. The debt to equity ratio at
September 3 0 ,1988 was .507 compared to .590 at September
3 0 , 1987. The debt less cash and short-term investments to
equity ratio was .437 at September 3 0 , 1988 as compared to
.578 at September 30, 1987.

The Company has $181.0 million of committed bank credit
lines as well as $67,500,000 of short-term money market lines
of credit. There were no borrowings against these agreements
as of September 30, 1988.
In fiscal 1988, capital expenditures were $62.0 million com
pared to $45.3 million in fiscal year 1987. The ratio of capital
expenditures to depreciation increased to 60.5% in fiscal 1988
as compared to 35.2% in fiscal 1987. The Company expects
this reinvestment ratio to continue to increase over the next
year. Funds provided from operations and outstanding lines of
credit are expected to be more than adequate to meet future
capital expenditure requirements.
Working capital at September 3 0 , 1988 was $592.1 million,
an increase of $91.4 million from September 3 0 , 1987. In the
Company’s opinion, the current ratio of 1.97 indicates an
acceptable level of liquidity.

Fiscal 1988 Compared to Fiscal 1987
Revenues in fiscal 1987 were $1.9 billion, a decrease of
16.8% from fiscal 1986. Through the first three quarters of
fiscal 1987, the Company’s worldwide oilfield markets con
tinued to be adversely affected by declining drilling activity,
excess manufacturing capacity, instability in the price of crude
oil and price pressure on products and services. In the fourth

fiscal quarter of 1987, the Company’s worldwide oilfield mar
kets reflected improvement resulting in an increase in reve
nues, 14.7% from the third fiscal quarter, due to significant
increases in drilling activity, prim arily attributable to an aver
age domestic rig count of 1,001 in the fourth fiscal quarter
compared to an average domestic rig count of 830 in the first
three fiscal quarters. In addition, the price of crude oil stabil
ized in the fourth fiscal quarter to approximately $18 to $20 per
barrel. Both of these changes resulted in a softening of the
price pressure on the Company’s oilfield products and ser
vices. The overall decrease in oilfield revenues for fiscal year
1987 was partially offset by an increase in non-U.S. mining
revenues. Foreign revenues for the Company’s combined
oilfield and mining markets accounted for 55.5% of revenues
in 1987, compared to 53.4% in 1986. The increase in foreign
revenues is attributable to the increase in non-U.S. mining
revenues offset in the fourth fiscal quarter by the increase in
domestic oilfield revenues.
Cost of sales, services and rentals decreased 16.4% to $1.4
billion from the 1986 level of $1.7 billion. The decrease was at
a rate comparable to the decrease in revenues due to cost
containment programs. In the 1987 fourth fiscal quarter, cost
of sales, services and rentals increased 9.0% from the third
fiscal quarter on the 14.7% fourth fiscal quarter revenue in
crease discussed above. This cost increase is at a rate sub
stantially less than the increase in revenues and is attributable
to an improvement in the prices of the Company’s products
and services and continuing cost containment programs.
Marketing and field service expense and general and ad
m inistrative expense continued to decrease significantly in
fiscal 1987,17.7%, from the fiscal 1986 total of $726.8 million.
The decreases were attributable to cost containment prog
rams and continued consolidation and restructuring of both
oilfield and mining divisions. Marketing and field service ex
pense decreased 18.6% to $401.2 million from $492.6 million
in fiscal 1986. In the fourth fiscal quarter of 1987, gross profit
(revenues less cost of sales, services and rentals and market
ing and field service expense) increased 67.3% from the third
fiscal quarter as a result of the 14.7% increase in revenues
and continuing cost containm ent programs. General and
adm inistrative expense decreased 15.8% to $197.1 million
from the 1986 level of $234.1 million. General and administra
tive expense includes net foreign exchange gains and losses
resulting from the translation of foreign currencies. The Com
pany incurred net foreign exchange losses of $2.3 million and
$1.5 million in fiscal years 1987 and 1986, respectively.
In fiscal 1987, the Company adopted Statements of Finan
cial Accounting Standards Nos. 87 and 88, Em ployers’
Accounting for Pensions and Employers’ Accounting for Set
tlements and Curtailm ents of Defined Benefit Pension Plans
and for Termination Benefits, respectively. The Company set
tled three defined benefit pension plans through the purchase
of nonparticipating annuity contracts, which resulted in a
$76.8 m illion gain (see Note 11 of Notes to Consolidated
Financial Statements).
During fiscal 1987, the Company charged to operations
combination and divestiture costs of $140.0 m illion. This
charge reflects the loss on the Company’s divestiture of sever
al business units required by the Department of Justice and
expected costs to consolidate facilities, w rite-off excess
equipment and reduce the workforce as a result of the com
bination (see Note 4 of Notes to Consolidated Financial State
ments). In the comparable 1986 period, the Company re
corded an unusual charge to operations of $919.2 million
($744.9 million or $6.48 per share, after income taxes and
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minority interest), which resulted from the Company’s review
of its asset and workforce levels in view of continued de
pressed worldwide oil and gas markets. Substantially all of the
unusual charge was non-cash in nature.
During the fourth quarter of fiscal 1987, the Company evalu
ated its investment in Vetco Gray Inc. (“ V-G” ) and determined
that V-G no longer fits into the Company’s long-term strategic
plan. As a result of this evaluation, the Company believed that
its control over the financial and operating activities of V-G
was temporary and that the consolidation of V-G was no
longer appropriate. Accordingly, the consolidated financial
statements for fiscal year 1986 were restated to deconsolidate
V-G and to account for the Company’s investment in V-G at
cost. The restatement had no effect on previously reported net
income or stockholders’ equity of the Company. The Com
pany provided for impairment of its investment in V-G through
its proportionate share of losses sustained by V-G through
September 3 0 , 1987. On September 3 0 , 1987, the Company
wrote off its remaining investment in V-G and recognized
estimated liabilities of $3 million related to the disposition of its
interest in V-G (see Note 3 of Notes to Consolidated Financial
Statements).
Net interest expense decreased 19.4% in fiscal 1987 to
$77.2 million from $95.8 million in fiscal 1986. The decrease
was prim arily due to a decline in average debt outstanding and
a decrease in interest rate levels on the Company’s floating
rate debt.
On an operational basis, the loss for the year (loss before
income taxes and minority interest and excluding the loss in
V-G, combination and divestiture costs, unusual charges and
the pension reversion gain) was $144.2 million compared to
an operational loss of $175.7 m illion in fiscal 1986. For the
fourth fiscal quarter of 1987, the operational loss was $13.3
million compared to an operational loss of $33.0 million in the
third fiscal quarter.
The income tax benefit for fiscal 1987 is less than fiscal
1986 because the latter amount includes the reversal of U.S.
net deferred tax credits, as a result of existence of U.S. net
operating loss carryforwards. The Company remains in a U.S.
net operating loss position. Therefore, the Company does not
anticipate that the 1986 Tax Reform Act will have a significant
effect on its results of operations in fiscal 1988.
Capital Generation and Liquidity: On June 1, 1987 the
Company issued 2,000,000 shares of $3.50 convertible ex
changeable preferred stock, $1 par value (see Note 7 of Notes
to Consolidated Financial Statements). The $97.4 million net
proceeds from the issuance were used to retire debt. During
the year the Company called for redemption at par of $100
million of its 14.25% Notes due December 15, 1988 and
repurchased in the open market a total of $38.2 million of
outstanding 9% debentures. The gain resulting from early
extinguishment of this debt was not significant. The debt to
equity ratio at September 3 0 ,1987 was .590 compared to .681
at September 3 0 , 1986.

During fiscal 1987, the Company entered into two new
revolving credit agreements with its principal U.S. and foreign
banks of $100 million and $81 million, respectively. There
were no borrowings against these agreements as of Septem
ber 30, 1987.
In fiscal 1987, capital expenditures were $45.3 million com
pared to $90.6 million in fiscal 1986. The ratio of capital
expenditures to depreciation decreased to 35.2% in fiscal
1987 as compared to 49.4% in fiscal 1986. The Company has
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continued to spend substantially less than the level of depre
ciation since the combination (see Notes 1 and 4 of Notes to
Consolidated Financial Statements) due to restructuring of
existing capacity and because a significant portion of its
capacity is relatively new.
Working capital at September 3 0 , 1987 was $500.8 million,
a decrease of $134.1 m illion since September 3 0 , 1986. In the
Company’s opinion, the current ratio of 1.73 indicates an
acceptable level of liquidity.
On June 5 , 1987 the Company reached an agreement with
Smith International, Inc. regarding the settlem ent of the patent
infringement suit outstanding between the companies, where
by the Company was to receive $95 million plus interest at
10% per annum from July 1 , 1987 until payment was received.
Cash of $89,750,000 and a $10,000,000 note was received in
December 1987 (see Note 4 of Notes to Consolidated Finan
cial Statements).

M. A. HANNA COMPANY (DEC)
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overall Summary
In 1988, your Company exceeded $1 billion in sales for the
first time in the Company’s history and net income climbed to a
record $83.2 million. The earnings growth is attributed to
formulated polymers acquisitions made in 1987, improved
operating performance, strong business conditions as well as
the sale of non-strategic assets.
Significant improvements were made in the Company’s
balance sheet in 1988. Stockholders’ equity was increased by
18% and the Company’s debt to total capitalization position
was reduced from 36.7% at the end of 1987 to 22.7% at the
end of 1988. In 1988, $179.0 million of cash was generated, of
which $107.6 million were provided from operations and oper
ating working capital, $68.3 million from investment transac
tions and $3.1 m illion from financing transactions. These
amounts were used to fund investment activities of $60.7
million and financing activities of $110.3 million.

Results of Operations
1988 Compared with 1987
Net sales and operating revenues increased from $459.4
million in 1987 to $1,019.0 million in 1988, representing an
increase of 122%. Sales from formulated polymers operations
increased $577.8 m illion due to acquisitions made in 1987 and
strong business conditions. Natural resources sales declined
$21.3 million due to the sale of Terry Eagle Coal Company and
the Company’s silicon operation in the first and third quarters,
respectively.
Cost of goods sold and operating expenses increased
$405.7 m illion in 1988. Form ulated polymers operations
accounted for $429.2 million of the increase due to inclusion of
the results of the businesses acquired in 1987. Natural re
sources costs declined $23.9 million in 1988 due to the sale of
Terry Eagle Coal Company and the Company’s silicon opera
tion.
Gross profit in 1988 increased to 21.3% of sales versus
17.7% in 1987. The improvement largely reflects the change
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in product mix to a higher proportion of sales in formulated
polymers. In addition, where material price increases have
been experienced by the Company, it was able to pass on
such cost increases to its customers through its prices and
expects to be able to maintain existing margins in the future.
Income of companies carried at equity increased from $27.0
million in 1987 to $34.5 million in 1988. Equity income from
Iron Ore Company of Canada increased $8.6 million in 1988
due to a tax refund and a tax adjustment due to Canadian tax
reform, offset by increased foreign exchange losses due to the
strengthening of the Canadian dollar. Equity income from
Colowyo Coal Company decreased by $1.4 million in 1988
due to higher interest costs from the refinancing of Its out
standing debt and additional debt incurred in the third quarter
of 1987.
Other income contributed $31.4 million and $10.3 million in
1988 and 1987, respectively, to Hanna’s results. In 1988,
Hanna sold its investment in Uniao de Industrias Petroquimi
cas S.A. (Unipar) for $19.5 million, realizing a gain of $13.5
m illion. In addition, the Com pany sold its W enatchee,
Washington silicon operation for $16.0 million, resulting in a
gain of $8.5 million.
Selling, general and adm inistrative expenses increased
from $60.8 million in 1987 to $150.0 million in 1988. The
increase is due prim arily to the acquired businesses included
in the Company’s formulated polymers operations.
Depreciation, depletion and amortization increased $18.1
million in 1988 due prim arily to the formulated polymer ac
quisitions made in 1987 and capital expenditures in 1988.
Amortization of goodwill and other intangibles related to ac
quisitions in formulated polymers amounted to $11.5 million in
1988 and $4.8 million in 1987.
Interest on debt increased $8.5 million in 1988 to $23.9
million. The increase was due to a full year’s interest cost on
the $110 million senior subordinated notes sold in October
1987 as well as higher amounts of average outstanding bor
rowings under the Company’s revolver.
Other expenses increased from $5.0 million in 1987 to
$10.4 million in 1988. The increase is due prim arily to in
creased carrying costs of closed facilities, foreign exchange
losses and exploration costs.
Nonrecurring charges in 1988 of $8.4 million relate to the
writedown of oil and gas assets whose values were impaired
by depressed energy markets.
Income taxes in 1988 and 1987 include state and local taxes
in addition to taxes on foreign operations included in formu
lated polymers. There was no federal income tax expense in
1988 and 1987 due to the utilization of loss carryforwards.
1987 Compared with 1986
Net sales and operating revenues increased from $130.4
million to $459.4 m illion resulting from the inclusion in 1987 of
$340.5 million in sales from the acquired businesses included
in formulated polymers. Sales from natural resources opera
tions decreased $10.9 million due to lower iron ore sales
reflecting prim arily the Company’s withdrawal from the mer
chant market for its own account offset by higher sales from
eastern coal operations due to an increase in volume.
Cost of goods sold and operating expenses increased
$252.3 million and reflect the inclusion of the results of the
acquired businesses in formulated polymers, offset by de
clines in natural resources, prim arily in iron ore. Gross profit in

1987 increased to 17.7% of sales versus 8.8% in 1986. This
improvement reflects the change in product mix due to the
acquisitions in formulated polymers.
Equity income of iron ore companies declined from $40.3
million in 1986 to $27.0 million in 1987 due to the November
1986 sale by Hanna of its interest in St. John d’el Rey Mining
Company, p.l.c., which contributed $9.2 million in equity in
come in 1986 and reduced equity income from Iron Ore Com
pany of Canada resulting from a reduction in sales and a
five-week labor strike. Included in equity income in 1987 is
$1.0 million from formulated polymers.
Other income contributed $10.3 million in 1987 and $27.2
million in 1986 to the Company’s results. In 1986, Hanna sold
its investment in St. John d’el Rey Mining Company, p.l.c. for
$72.5 m illion resulting in a gain of $15.8 million.
Selling, general and adm inistrative expenses increased
$41.6 million in 1987. The increase is due to the acquisitions in
formulated polymers.
Depreciation, depletion and amortization increased $6.8
million in 1987 due to acquisitions in formulated polymers,
offset by reduced amounts in natural resources due to restruc
turing in 1986. Amortization of goodwill and other intangibles
related to acquisitions in formulated polymers amounted to
$4.8 million in 1987.
Interest on long-term debt increased from $7.7 million in
1986 to $15.4 million in 1987. The increase reflects the in
crease in debt and sale of senior subordinated notes to fund
the cost of acquisitions made in 1987.
Other expenses decreased $8.9 million in 1987. The de
crease reflects a decline in exploration expenses of $3.9
million offset by $1.1 million in expenses in formulated poly
mers operations. In 1986 other expenses include a loss on the
sale of an investment of $4.7 million.
Income taxes in 1987 include state and local taxes and
taxes on foreign operations included in formulated polymers
and were offset by the reversal of previously accrued deferred
foreign income taxes on the sale of Alcoa Aluminio S.A. stock.
There was no federal income tax expense in 1987 due to the
utilization of loss carryforwards. Since the Company was in a
loss position in 1986, there was no federal income tax ex
pense. The income tax credit in 1986 results from the reversal
of previously accrued deferred foreign income taxes on the
sale of Alcoa Aluminio S.A. stock.

Effects of Inflation
The Company attempts to minimize the impact of inflation
on production and operating costs through ongoing quality
and productivity improvement programs. The rate of inflation
over the past three years has been lower than prior periods
and the overall economy has shown improvement. When
material price increases have been experienced by the Com
pany, it has generally been able to pass such cost increases
on to customers through its prices. The effect of inflation on
inventory is mitigated by the Company’s use of last-in, first-out
method of inventory valuation for substantially all domestic
inventories. However, if the Company and its subsidiaries
were to replace existing plant and equipment, it would require
amounts substantially in excess of historical cost.

Liquidity and Sources of Capital
In 1988, cash flows from operations and operating working
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capital increased 76% to $107.6 million due to the perfor
mance of acquisitions in formulated polymers made in 1987,
improved operating performance and strong business condi
tions. Additional financial resources were provided from asset
sales— $57.4 m illion, return of cash from associated and other
companies— $7.1 million, the sale of short term securities—
$2.5 million, increase in short term borrowings— $1.7 million
and the exercise of stock options— $1.4 million. Funds were
sufficient to provide for investment in new property and equip
ment— $38.5 m illion, net payments for restructuring and ac
quisition obligations— $21.7 million, dividends— $15.7 million
and the paydown of long term debt— $94.7 million. Cash and
cash equivalents were $21.6 m illion at the end of 1988, com
pared with $13.6 million at the end of 1987.
Long term debt decreased by $93.8 m illion resulting in a
year end debt to total capitalization position of 22.7% com
pared with 36.7% at the end of 1987. The Company has a
revolving credit in place which provides for borrowings of up to
$ 1 3 7 ,5 0 0 ,0 0 0 th ro u g h M arch 31, 1989, reduced by
$9,375,000 each quarter for the next four consecutive quar
ters, with $100 million of credit available through October
1992. $18 million was outstanding under this agreement at the
end of 1988. That amount increased to $48 million in January
1989 due to the acquisition of Southwest Chemical Services.
The ratio of current assets to current liabilities was 1.4:1 at the
end of 1988 and 1987.
The Company anticipates that cash from operations and
from credit facilities currently in place will be sufficient to meet
anticipated capital expenditure programs, restructuring and
existing acquisition obligations, dividend requirements and
other planned financial commitments in 1989.

RUBBERMAID INCORPORATED (DEC)
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations
Net sales were a record for the 37th consecutive year,
totaling $1.19 billion, an 18% increase over 1987’s level of
$1.02 billion. Of the total percentage gain, 11 percentage
points were due to unit volume growth with the balance due to
higher selling prices. In 1987, net sales were 28% above those
of 1986 due almost entirely to unit volume increases. Contrib
uting to the sales gains in both years were new product intro
ductions, including line extensions and entries into entirely
new categories, reflecting the Company-wide emphasis on
product innovation.
Net earnings increased 17% in 1988 to $99.3 million or
$1.35 per share compared to $84.5 million or $1.15 per share
in 1987. In 1986, net earnings were $70.1 million or $.96 per
share. The 1986 net earnings included a nonrecurring gain of
$2.2 million or $.03 per share from the sale of the Canadian
automotive accessories business.
On a quarterly basis both revenues and earnings have
increased compared to the same periods of the previous year
for 32 consecutive quarters.
Pretax margins, excluding the 1986 nonrecurring gain were
13.4% in 1988, 14.6% in 1987, and 16.4% in 1986. Cost of
goods sold as a percentage of net sales rose in 1988 and 1987
while selling, general and adm inistrative expenses declined
as a percentage of net sales.
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During the three-year period, pretax margins were favorably
impacted by economies from increased sales volumes, better
factory utilization, continued emphasis on cost containment
and productivity improvement programs.
The prim ary unfavorable impact on pretax margins was a
significant increase in resin-based material cost starting in
1987 and continuing throughout 1988.
Average costs for resin-based m aterials in 1988 were more
than 50% higher than those in 1987. Beginning in late 1987
and continuing over the course of the year in 1988, selling
prices were increased to help offset those higher material
costs.
Also contributing to the higher cost of sales, especially in
1987, were start-up expenses related to newly acquired facili
ties and expansions of existing facilities.
Other charges (credits) reflect interest expense, interest
income and other miscellaneous items such as royalty in
come, amortization of intangible assets, and gains and losses
on the disposal of property, plant and equipment. 1986 in
cluded the gain from the sale of the Canadian automotive
accessories business.
Tax rates on income declined in 1988 and 1987 as a result
of the 1986 Tax Reform Act. The Statement of Financial
Accounting Standards No. 96 entitled “ Accounting for Income
Taxes” has not been adopted. Its eventual implementation is
not expected to m aterially affect net earnings.

Capital Resources and Liquidity
Over the years, the Company has financed its growth
through a combination of cash provided from operations, long
term debt financing and new equity issues. Cash provided by
operating activities is the prim ary source of liquidity and
amounted to $93.3 million in 1988, $102.5 million in 1987, and
$68.3 m illion in 1986.
The Company currently has bank credit lines totaling nearly
$52 m illion to finance fluctuations in working capital and, if
necessary, to provide other funds for operations until term
financing is secured.
Long-term financings are negotiated as necessary to meet
growth requirements and funds may be taken in advance of
actual need if warranted by the general economic conditions
and overall debt markets.
Long-term debt repayments exceeded long-term debt pro
ceeds by $.3 million in 1988, whereas in 1987 and 1986,
proceeds exceeded repayments by $3.1 million and $1.1 mil
lion, respectively. Long term debt currently represents only
8% of total capitalization.
Newly issued equity was used to acquire Little Tikes, Gott
and S e c o . However, neither present requirements nor the
existing capital structure indicate a need to issue equity to
raise funds in the near future.
Cash has principally been used to finance capital expendi
tu re s, p ro vid e w orking c a p ita l, acquire several sm all
businesses and pay dividends which have increased each
year for the past 34 years.
It is the Company’s objective to pay approximately 30% of
current year’s earnings as dividends and to retain sufficient
capital to provide for future investment opportunities.
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a major investment again has been budgeted and will be
funded prim arily from operations.

In 1988, capital expenditures of over $83 million were in
vested to expand capacity, improve productivity and tool new
products. Investments were made in new, efficient equipment
throughout the Company to continue productivity improve
ment and cost reduction programs. Tooling was purchased for
a wide variety of new prcd ucts and to add capacity for existing
products. Rubbermaid continued to invest in product develop
ment and m arket expansion to assure future growth. For 1989,

Growth of operations generally requires increased working
capital. W orking capital excluding cash and cash equivalents
increased $55.3 m illion in 1988, which was prim arily attribut
able to the increase in sales.

TABLE 1-3: SEGMENT INFORMATION
Number of Companies

SEGMENT INFORMATION

Industry segments
Revenue ..........................
Operating income or loss..
Identifiable assets.............
Depreciation expense........
Capital expenditures.........
Geographic areas
Revenue ..........................
Operating income or loss..
Identifiable assets.............
Depreciation expense........
Capital expenditures.........
Export sales..........................
Sales to major customers.....

Statem ento f Financial Accounting Standards No. 14 (Sec
tion S20 of FASB Accounting Standards-— Current Text) re
quires that financial statements presented in conform ity with
generally accepted accounting principles include specified
information relating to a reporting entity’s: operations in diffe
rent industries, foreign operations and export sales, and major
customers. SFAS No. 14 describes the information to be
presented and the form ats for presenting such information.
Statement o f Financial Accounting Standards No. 21 amends
SFAS No. 14 by stating that the requirements of SFAS No. 14
do not apply to nonpublic enterprises.

Table 1-3 shows the type of segment information most
frequently presented as an integral part of the 1988 financial
statements of the survey companies.

1988

1987

1986

1985

397
358
383
383
374

412
381
406
401
397

432
394
424
421
413

443
396
435
433
428

202
167
204
8
18
121
139

211
173
213
13
14
107
127

202
156
197
14
18
112
130

206
161
201
15
16
116
136

Industry Segments
ALLIED-SIGNAL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS

(Dollars in millions except per share amounts)
25.

Segm ent Financial Data

Aerospace

Automotive

Engineered
Materials

Net sales(2)............................................................................... ..........

1988
1987
1986

$4,746
4,748
4,484

$4,101
3,546
2,874

$3,033
2,795
2,497

Research, development and engineering expense(3)................. ..........

1988
1987
1986

311
310
295

174
153
128

Depreciation and amortization................................................... ..........

1988
1987
1986

114
107
89

Income from operations(4)........................................................ ..........

1988
1987
1986

Income from continuing operations(4)(5).................................. ..........

Corporate
and
Unallocated(1)
$

Total

29
27
33

$11,909
11,116
9,888

120
153
159

42
51
53

647
667
635

121
97
76

125
127
115

16
16
12

376
347
292

346
456
587

268
292
247

377
306
330

(288)
(304)
(249)

703
750
915

1988
1987
1986

119
200
260

99
108
113

222
164
159

23
43
7

463
515
539

Capital expenditures.................................................................. ..........

1988
1987
1986

163
186
219

246
237
173

181
148
142

12
38
174

602
609
708

Identifiable assets...................................................................... ..........

1988
1987
1986

4,351
4,226
4,232

2,582
2,559
2,064

1,839
2,043
1,924

1,233
1,398
3,048

10,005
10,226
11,268
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Segm ent Information

Intersegment sales approximate market and are not significant.
(1) The “ Corporate and Unallocated” column includes amounts for businesses sold, nonrecurring, discontinued and corporate items. Income from Continuing
Operations in 1988 includes nonrecurring gains relating to automotive and engineered materials of $57 and $24 million, respectively. Also included In Income from
Continuing Operations are amounts (including preferred dividends) for Union Texas, accounted for on the equity basis, of $57, $32 and $(14) million for each of the
respective years. Capital Expenditures include spending of discontinued operations of $— , $— and $117 million, respectively. Identifiable Assets include assets of
discontinued operations of $17, $24 and $1,755 million, an investment in Union Texas of $476, $467 and $382 million, an investment in Henley of $— , $— and
$359 million and Corporate assets of $740, $907 and $552 million for each of the respective years.
(2) Sales to the United States Government and its agencies, mainly for the aerospace segment, were $1,314, $1,390 and $1,596 million for each of the respective
years.
(3) Engineering activities totaled $232, $267 and $275 million for each of the respective years.
(4) Includes in 1988 a pre- and after-tax provision to cover streamlining and restructuring charges for aerospace of $76 and $50 million, automotive of $37 and
$23 million, engineered materials of $23 and $14 million and corporate and unallocated of $39 and $24 million, respectively.
(5) An interest charge is made by Corporate to the segments on the basis of relative investment and taxes on income are generally Included In the segments which
gave rise to the tax effects.

BAXTER INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Segment Information
Industry S e gm e nts

The company currently operates within several segments of
the health-care industry. These segments are defined based
upon the sector of the health-care market into which products
are sold. Financial information by industry segments for the
three years ended December 31, 1988, is summarized as
follows (in m illions):

1988

Net
sales

Operating
income

Identifiable
assets

Capital
expenditures

Depreciation and
amortization

Hospital products and services........
Medical systems and specialties......
Alternate site products and services.
Industrial products...........................
General corporate............................

$3,638
1,595
1,224
404
—

$427
173
191
49
(163)

$2,627
1,702
758
229
3,234

$226
168
74
21
10

$114
83
35
7
96

T otal................................................

$6,861

$677

$8,550

$449

$335

Hospital products and services........
Medical systems and specialties......
Alternate site products and services.
Industrial products...........................
General corporate............................

$3,352
1,451
1,065
355
—

$411
166
167
41
(161)

$2,305
1,418
528
200
3,187

$183
102
36
8
32

$119
69
22
5
99

T otal................................................

$6,223

$624

$7,638

$361

$314

$3,111
1,385
894
310
—

$315
151
119
43
(181)

$2,087
1,250
438
154
3,329

$133
86
44
11
30

$103
60
23
5
100

$5,700

$447

$7,258

$304

$291

1987

1986
Hospital products and services........
Medical systems and specialties......
Alternate site products and services.
Industrial products...........................
General corporate............................

Operations by Geographic Segments

Financial information by geographic area for the three years
ended December 31, 1988, is summarized as follows (in
millions):
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Trade
sales

Inter-area
sales

Total
sales

Operating
income

Identifiable
assets

United States...................................................................... ...................................................
Europe................................................................................ ...................................................
Other International.............................................................. ...................................................

$5,372
781
708

$446
51
72

$5,818
832
780

$540
160
152

$4,004
783
642

Geographic totals............................................................... ...................................................
General corporate............................................................... ...................................................
Inter-area eliminations........................................................ ...................................................

6,861
—
—

569
—
(569)

852
(163)
(12)

Total................................................................................... ...................................................

$6,861

$ —

$6,861

$677

5,429
3,234
(113)
$8,550

United States...................................................................... ...................................................
Europe................................................................................. ...................................................
Other International............................................................... ...................................................

$4,984
652
587

$270
36
60

$5,254
688
647

$564
117
115

$3,361
617
569

Geographic totals................................................................ ...................................................
General corporate................................................................ ...................................................
Inter-area eliminations............................................................................................................
Total.......................................................................................................................................

6,223
—
—

366
—
(366)

4,547
3,187
(96)
$7,638

1988

7,430
—
(569)

1987

6,589
—
(366)

$6,223

$ —

$6,223

796
(161)
(11)
$624

United States....................................................................... ...................................................
Europe................................................................................. ...................................................
Other International ............................................................... ...................................................

$4,608
564
528

$229
36
52

$4,837
600
580

$445
87
105

$3,096
464
450

Geographic totals................................................................ ...................................................
General corporate................................................................ ...................................................
Inter-area eliminations......................................................... ...................................................
Total.......................................................................................................................................

5,700
—
—

317
—
(317)

637
(181)

4,010
3,329
(81)
$7,258

1986

Inter-area transactions are accounted for at arm’s length
prices. Identifiable assets are those assets associated with a
specific industry segment or geographic area. General corpo
rate assets consist prim arily of cash and cash equivalents, the
corporate headquarters facility and various other investments
and assets which are not specific to an industry segment or
geographic area. Goodwill and the related amortization re
lated to the acquisition of American have not been allocated to
industry segments due to the pervasive impact of the merger
and the arbitrary nature of any allocation process. They are
included in determining general corporate assets and income.
Foreign net sales (including U.S. export sales) and net
assets (including advances from the company and its sub
sidiaries) of all consolidated foreign subsidiaries and branch
es located outside the U.S., its territories and possessions for
the three years ended December 3 1 , 1988, are as follows (in
millions);
1988

1987

1986

Foreign net sales....................................

$1,564

$1,330

$1,177

Foreign assets net of liabilities at year
end....................................................

$ 641

$ 560

$ 399

$5,700

$ —

6,017
—
(317)
$5,700

(9)
$447

AMPCO-PITTSBURGH CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10— Business Segm ent Inform ation:
The Corporation manufactures and sells engineered prod
ucts and specialty metal products. Engineered products are
manufactured and sold by Buffalo Forge Company and Union
Electric Steel Corporation. Specialty m etal products are
manufactured and sold by the Ampco Metal Division of the
Corporation. The 1987 and 1986 income statement related
data have been restated to reflect continuing operations. The
Ampco Metal Division was sold on February 6 , 1989. See Note
11.
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1988
Net sales:
Engineered pro
ducts................
Specialty metal
products..........

1987

1988
$205,424,969

$177,543,345

45,086,338

Contributions to oper
ating income:
Engineered pro
ducts................
Specialty metal
products..........

$216,355,388

$ 22,587,359

$ 17,137,800

418,802

Identifiable assets:*
Engineered pro
ducts................
Specialty metal
products..........
Corporate.............
Capital expenditures:*
Engineered pro
ducts................
Specialty metal
products..........
Corporate.............

$15,351,160
(2,041,187)

16,096,061

—

$

Non-U.S.
Operations

13,309,973

9,610,000

—

(15,499,647)

(14,398,765)

(17,295,492)

3,611,517

3,730,963

5,522,777

Net sales (total ex
cludes intercom
pany sales of
$12,734,830)........
Contributions to oper
ating income.........
Identifiable assets.....
Capital expenditures..
Depreciation..............

$250,511,307

$209,359,679

$ 53,886,458

23,006,161
294,648,383
9,179,166
9,721,378

17,391,351
233,440,536
7,059,014
8,343,494

5,614,810
61,207,847
2,120,152
1,377,884

$216,355,388

$182,967,497

$ 45,141,883

16,096,061
310,206,188
7,507,514
9,551,209

11,445,732
260,323,285
5,486,493
8,193,241

4,650,329
49,882,903

$208,490,205

$177,325,805

$ 39,305,329

13,309,973
342,651,936
7,036,896
9,311,019

10,987,559
295,139,797
6,478,064
8,104,467

2,322,414
47,512,139
558,832
1,206,552

1987
Net sales (total ex
cludes intercom
pany sales of
$11,753,992)........
Contributions to oper
ating income.........
Identifiable assets.....
Capital expenditures..
Depreciation..............

2,021,021
1,357,968

11,118,031

15,038,259

1,537,258

5,600,000

7,100,000

1,500,000

5,518,031

$

7,938,259

$

Net sales (total ex
cludes intercom
pany sales of
$8,140,929).........
Contributions to oper
ating income.........
Identifiable assets.....
Capital expenditures..
Depreciation..............

37,258

THE DOW CHEMICAL COMPANY (DEC)
$210,220,284$206,013,850 $266,101,608

NOTES TO FINANCIAL STATEMENTS
24,436,978
59,991,121

48,134,967
56,057,371

$294,648,383

$310,206,188

$ 8,157,771

$

553,420
467,975
$

9,179,166

6,701,732

55,306,920
21,243,408
$342,651,936

$

768,948
36,834
$

5,317,188
1,370,522
349,186

7,507,514 $

7,036,896

*1987 and 1986 have not been restated to reflect continuing operations.
Depreciation expense:
Engineered pro
ducts................
Specialty metal
products..........
Corporate.............

U.S.
Operations

1986

Income from con
tinuing operations
before income
taxes and extraor
dinary credit.........
Provision for income
taxes.....................
Income from con
tinuing operations
before extraordin
ary credit..............

38,374,190
$208,490,205

(1,041,739)

23,006,161
Gain on settlements
of pension obliga
tions .....................
Interest and corporate
expense................
Interest and other in
come.....................

$170,116,015

38,812,043

$250,511,307

Total

1986

$ 8,694,159

$

905,239
121,980
$

9,721,378

8,522,517

$

903,608
125,084
$

9,551,209 $

8,282,503
902,687
125,829
9,311,019

Included in the above segment information are U.S. and
non-U.S. operations. Non-U.S. operations consist of subsidi
ary companies in Canada, Mexico and several European
countries.

In millions, except for share amounts
R. Industry Segments and Geographic Areas
The Company conducts its worldwide operations through
separate geographic area organizations which represent ma
jor markets or combinations of related markets. Transfers
between areas are valued at cost plus a markup.

Aggregation of products is generally made on the basis of
process technology, end-use markets and channels of dis
tribution. The industry segment results have been revised in
1988 to reflect better the way the Company business is orga
nized and managed. The Chemicals and Performance Prod
ucts and Hydrocarbons segments are described in the Corpo
rate Profile section on pages 6 and 7. The Plastic Products
segment, also described in the same section, is comprised of
therm oplastics, thermosets, and fabricated products. Con
sum er S pecialties include agricultural chem icals, phar
maceuticals, and food protection, cleaning, and personal care
products.
The Unallocated segment includes activities of the insur
ance companies, the banking operations (in first half of 1986),
and unallocated overhead cost variances beginning in 1987.
Transfers between industry segments are generally valued
at standard cost.
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Industry Segment Results
Chemicals
& Perform.

Plastics

Hydrocarbons

Consumer
Specialties

1988
Sales to unaffiliated customers
Intersegment transfers............
Operating income (loss)..........
Identifiable assets...................
Depreciation.............................
Capital expenditures................

$5,190
469
1,534
4,475
353
349

$6,938
258
1,901
4,478
254
471

$1,502
1,886
220
1,839
214
268

$3,029
27
560
2,759
109
179

$ 23
10
(61)
679
3

1987
Sales to unaffiliated customers
Intersegment transfers............
Operating income (loss)..........
Identifiable assets...................
Depreciation.............................
Capital expenditures................

$4,054
477
713
3,966
351
285

$5,301
230
1,044
3,676
247
306

$1,449
1,423
173
1,737
134
264

$2,530
9
399
2,175
72
140

$ 43

1986
Sales to unaffiliated customers
Intersegment transfers............
Operating income (loss)..........
Identifiable assets...................
Depreciation............................
Capital expenditures................

$3,518
389
421
3,625
370
308

$4,240
243
553
2,843
158
182

$1,066
1,287
4
1,671
131
278

$2,250
2
311
2,000
80
122

$ 39
1
50
311
5

(Restated)

Unallocated

Corporate
and Elim.

Consolidated
$16,682

$(2,650)
2,009

4,154
16,239
933
1,267
$13,377

$(2,139)
(37)
591
10

2,211

2,292
14,356
814
995
$11,113

$(1,922)
2,103

1,339
12,553
744
890

Geographic Area Results
United
States

Europe

Rest of
World

1988
Sales to unaffiliated customers........................................................................................
Transfers between areas.................................................................................................
Operating income.............................................................................................................
Identifiable assets...........................................................................................................
Gross plant properties.....................................................................................................
Capital expenditures.........................................................................................................

$7,497
1,109
1,746
7,557
8,083
724

$5,147
323
1,291
4,229
3,970
345

$4,038
381
1,117
4,453
3,307
198

1987
Sales to unaffiliated customers........................................................................................
Transfers between areas.................................................................................................
Operating income.............................................................................................................
Identifiable assets...........................................................................................................
Gross plant properties............................... .....................................................................
Capital expenditures.........................................................................................................

$5,946
978
1,037
6,728
7,508
617

$4,307
249
717
4,200
3,473
260

$3,124
289
538
3,428
2,521
118

1986
Sales to unaffiliated customers........................................................................................
Transfers between areas.................................................................................................
Operating income.............................................................................................................
Identifiable assets...........................................................................................................
Gross plant properties.....................................................................................................
Capital expenditures.........................................................................................................

$5,165
904
601
6,193
7,162
520

$3,357
206
412
3,395
3,152
248

$2,591
264
326
2,965
2,401
122

(Restated)

Supplemental Segment Information— Former Industry Segment Structure
Basics

Specialties

Total

1988
Sales...............................................
Operating income...........................

$9,163
3,054

$7,519
1,100

$16,682
4,154

1987
Sales...............................................
Operating income...........................

$6,994
1,480

$6,383
812

$13,377
2,292

1986
Sales...............................................
Operating income...........................

$5,524
675

$5,589
664

$11,113
1,339

Corporate
Elimination

Consolidated
$16,682

$(1,813)
4,154
16,239
15,360
1,267
$13,377
$(1,516)
2,292
14,356
13,502
995
$11,113
$(1,374)
1,339
12,553
12,715
890
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Id e n tifia b le a sse ts, c a p ita l e x p e n d itu re s, and d e p re cia tio n
a m o rtiza tio n fo r e a ch b u sin e ss se g m e n t a re (in m illio n s ):

M A R R IO T T C O R P O R A T IO N (D E C )
C o n so lid ated S ta te m e n t o f In c o m e

Identifiable Assets
1988

1987

1988

1987

1986

Lodging........................................... .....
Contract Services............................
Restaurants......................................
Corporate........................................

$2,936
1,507
712
826

$2,777
1,238
568
788

$2,237
1,070
562
710

Total......................................... . .....

$5,981

$5,371

$4,579

1986

(in millions)
Sales
Lodging
Rooms...........................................
Food and beverage.......................
Other.............................................

$1,815
997
328

$1,536
875
262

$1,256
740
237

Contract Services...............................
Restaurants.......................................

3,140
3,252
978

2,673
2,969
880

2,233
2,236
797

Total sales....................................

7,370

6,522

5,266

404
745

338
646

273
547

Capital Expenditures
Lodging........................................... .....
Contract Services.............................
Restaurants......................................
Corporate...................................

1988

1987

1986

$1,051
173
107
28

$ 771
102
70
110

$ 647
77
63
34

$1,359

$1,053

$ 821

Operating Expenses
Lodging
Departmental direct costs
Rooms.....................................
Food and beverage...................
Other, including payments to hotel
owners......................................

1,693

1,425

1,197

Contract Services...............................
Restaurants.......................................

2,842
3,072
884

2,409
2,798
798

2,017
2,081
718

Total operating expenses..............

6,798

6,005

4,816

Operating Income
Loding..............................................
Contract Services...............................
Restaurants.......................................

298
180
94

264
171
82

216
155
79

Foreign Operations

Total operating income..................

572

517

450

CAMPBELL SOUP COMPANY (JUL)

Total............................................ .....

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Business Segm ents
M arriott Corporation is a diversified com pany with opera
tions in three business segm ents: (1) Lodging, which includes
M arriott hotels and resorts, Courtyard hotels, Residence Inn
hotels, Fairfield Inns, vacation ownership resorts and cruise
ships (discontinued in 1987); (2 ) Contract Services, consisting
of food and facilities m anagem ent services for clients in busi
ness, health care and education, airline catering, airport food,
beverage and m erchandise operations, and m anagem ent of
retirem ent com m unities; and (3) R estaurants, including Bob’s
Big Boy and A llie’s fam ily restaurants, Roy Rogers fast food
restaurants and travel plaza operations.
Results of operations of the com pany’s business segm ents
are reported in the consolidated statem ent of incom e. Seg
m ent operating expenses include selling, general and adm in
istrative expenses directly related to the operations of the
businesses, aggregating $36 6 m illion in 1988, $3 2 3 million in
1987 and $2 8 6 million in 1986. G ains and losses resulting
from the disposition of assets identified with each segm ent are
included in operating incom e of the segm ent.

Depreciation and Amortization
1987

1988
Lodging........................................... .....
Contract Services.............................
Restaurants......................................
Corporate........................................
Total............................................ .....

$

53

$

88

51
76

1986
$

44

47
13

44

10

62
40
6

$ 201

$ 181

$ 152

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
(million dollars)
Consolidation
T he Com pany is predom inantly engaged in the prepared
convenience foods industry. The following presents inform a
tion about operations in different geographic areas:
1988
Net sales
United States.............................
Europe.......................................
Other foreign countries.............
Adjustments and elim inations...

1987

1986

$3,905.7
559.2
475.0
(71.0)

$3,656.5
453.0
441.9
(61.0)

$3,585.3
375.4
390.8
(64.7)

Consolidated..............................

$4,868.9

$4,490.4

$4,286.8

Operating earnings
United States............................
Europe.......................................
Other foreign countries.............

$ 382.2
20.7
36.8

$ 396.4
25.7
43.4

$ 402.7
19.7
29.2

Consolidated..............................

$ 439.7

$ 465.5

$ 451.6

Identifiable assets
United States............................
Europe.......................................
Other foreign countries.............

$2,294.5
741.1
574.0

$2,234.7
362.2
500.5

$2,040.4
295.6
426.8

Consolidated..............................

$3,609.6

$3,097.4

$2,762.8

Transfers betw een geographic areas are recorded at cost
plus m arkup or at m arket. Identifiable assets are all assets,
including corporate assets, identified with operations in each
geographic area.
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Identifiable assets in Europe in 1988 include the assets of
Freshbake Foods Group P.L.C. which was acquired July 31,
1988. Accordingly, there are no net sales or operating earn
ings of Freshbake included in 1988.

MCDONALD’S CORPORATION (DEC)

area data require the use of estimation techniques and do not
take into account the extent to which NCR’s product develop
ment, manufacturing, marketing, and management skills de
pend upon each other. Thus, the information may not be
indicative of results were the geographic areas independent
organizations.
1987

1986

$2,559,400
410,824
2,970,224
1,796,547
162,928
1,959,475

$2,395,985
345,958
2,741,943
1,358,669
146,987
1,505,656

953,718
126,604
1,080,322

798,135
116,128
914,263

331,002
12,153
343,155

328,852
3,989
332,841

(712,509)
$5,640,667

(613,062)
$4,881,641

$ 386,331
214,886
154,099

$ 353,037
113,470
128,147

22,700

13,960

811,049

778,016

608,614

(23,883)

(12,266)

14,067

$ 765,750

$ 622,681

$2,066,472
1,078,509
483,318

$1,940,547
846,790
415,751

208,393

214,610

3,836,692

3,417,698

704,144

665,253

$4,540,836

$4,082,951

1988

NOTES TO FINANCIAL STATEMENTS
Segment and Geographic Information
The Company operates in one industry segment. Substan
tially all revenues result from the sale of menu products,
whether the restaurants are operated by the Company, its
franchisees or affiliates.

Revenue
United States— custom
e r................... $ 2,500,362
Intercompany..........
452,792
2,953,154
Europe— customer. 1,975,295
Intercompany..........
155,069

1988

1987

1986

2,130,364

U.S...................................
Europe..............................
Canada ............................
Other................................

$3,715,922
1,015,155
539,869
295,316

$3,437,368
767,128
467,855
221,187

$3,076,529
556,961
434,855
171,821

Pacific (Australasia, Far
East and Canada)—
customer........ 1,183,986
Intercompany..........
119,032

Total revenues..................

$5,566,262

$4,893,538

$4,240,166

U.S...................................
Europe..............................
Canada ............................
Other................................

$ 908,658
163,646
109,273
102,177

$ 882,926
108,671
91,303
78,961

$ 808,404
70,180
83,845
58,563

Operating income.............

1,283,754

1,161,861

1,020,992

(In thousands of dollars)

Interest expense..............

(237,291)

(203,099)

(172,867)

1,303,018
Latin and South Amer
ica, Middle East and
Africa— customer....
Intercompany..........

330,266
5,465
335,731

Intercompany elimi
nations ................

(732,358)

Income before provision
for income taxes..........

$1,046,463

$ 958,762

$ 848,125

Consolidated revenue$5,989,909

U.S...................................
Europe..............................
Canada ............................
Other................................

$5,147,738
1,702,602
510,587
797,747

$4,509,068
1,459,999
421,705
590,837

$4,218,349
995,493
358,103
396,562

Total assets......................

$8,158,674

$6,981,609

$5,968,507

Operating income
United States...............S 359,445
Europe......................... 240,599
Pacific..........................
189,822
Latin and South Amer
ica, Middle East and
Africa..............
21,183

R e ven ues and o p e ra tin g in com e fro m o u ts id e o f th e U .S .

include operating results of subsidiaries, fees from fran
chisees and affiliates and the Company’s share of operating
results of affiliates. All intercompany revenues and expenses
are eliminated in computing revenues and operating income.
Fees received in the U.S. from subsidiaries outside of the U.S.
were as follows: 1988— $80 m illion; 1987— $57 million; and
1986— -$38 million.

NCR CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands, except per share amounts)
Note 9. Industry and Geographic Area Information

Industry Segment Data
NCR operates prim arily in one industry segment which
includes developing, m anufacturing, marketing, installing,
and servicing business information processing systems in
worldwide markets.
Geographic Area Data
Corporate assets are principally worldwide cash and cash
equivalents and short-term investments. Transfers between
geographic areas are at competitively driven market-based
prices. The methods followed in developing the geographic

Consolidated operat
ing income..........
Corporate and inter
company elimina
tions.........................
Consolidated income
before income
taxes.................. $

787,166

Identifiable assets
United States............... $ 2,117,216
Europe...........................1,114,189
Pacific..........................
572,931
Latin and South Amer
ica, Middle East and
Africa.......................
194,568
Consolidated identifi
able assets.......... 3,998,904
Corporate assets and
intercompany elimi
nations..................... 718,413
Consolidated total
assets..................$4,717,317

There are various differences between income before in
come taxes for the United States and foreign operations as
shown in Note 2 and operating income shown above. In the
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above geographic information, interest income on corporate
assets, interest expense, and non-allocable general corporate
expenses are not included in operating income, while certain
corporate operating expenses incurred for the benefit of the
geographic areas are included on an allocated basis.
NCR’s net investm ent in international operations was
$1,475,450 at December 3 1 , 1988, $1,013,009 at December
31, 1987, and $1,006,500 at December 31, 1986.

Major Customers

BOWATER INCORPORATED (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Segment and Geographic Information
Information concerning the company’s business segments
for the three years ended December 31, 1988, appears on
page 20.

Sales and operating income for the three years ended De
cember 3 1 , 1988, and identifiable assets at the end of each of
those years, classified by geographic area, are as follows:

BRENCO, INCORPORATED (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Sales to foreign customers amounted to $6,600,000 in
1988, $9,500,000 in 1987 and $6,100,000 in 1986. Sales to
one foreign custom er amounted to $6,064,000, $9,160,000
and $6,079,000 in 1988, 1987 and 1986, respectively.
Accounts receivable at December 3 1 , 1988 and 1987, include
$1,574,000 and $3,867,000 owed by that customer.
Sales and accounts receivable to major domestic custom
ers are as follows ($000):
Amount of Sales
Year Ended December 31
1988

1987

1986

Customer A .......................................
$ 3,724
$3,972
Customer B ............................................
5,779
2,597
Customer C ............................................
6,443
2,889

$3,506
414
1,839

$15,946

$9,458

$5,759

Trade
Receivable Balances
December 31
Customer
Customer A
Customer B
Customer C

(In thousands)

United States

Canada

Consolidated

1988

Note 9. Export Sales and M ajor Customer

Customer

Export Sales

Sales to unaffiliated cus
tomers...........................
Operating income..............
Identifiable assets..............
1987
Sales to unaffiliated cus
tomers...........................
Operating income..............
Identifiable assets..............

$1,270,097
$ 299,823
$1,686,753

$140,314
$ 34,254
$193,736

$1,410,411
$ 334,077
$1,880,489

$1,110,409
$ 189,357
$1,555,493

$120,593
$ 29,181
$144,271

$1,231,002
$ 218,538
$1,699,764

1986
Sales to unaffiliated cus
tomers...........................
Operating income..............
Identifiable assets..............

$ 811,713
$ 101,091
$1,483,541

$107,977
$ 22,925
$117,124

$ 919,690
$ 124,016
$1,600,665

M ajor Customers

In 1988 and 1987, no one customer represented 10 percent
of total sales. In 1986, there was one customer to whom sales
of newsprint represented 11.4 percent of total sales.
Export Sales

1988

1987

$ 440
319
1,378

$ 500
124
637

$2,137

$1,261

SIMPSON INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

The breakdown of total export sales by geographic area
was:
1987

1986

Europe...........................................
Latin America.................................
Asia...............................................
Other.............................................

(In thousands)

$ 92,001
35,517
28,562
3,866

1988

$ 75,206
26,362
12,249
445

$58,315
27,250
9,969
2,256

Total export sales..........................

$159,946

$114,262

$97,790

WEYERHAEUSER COMPANY (DEC)

Note I. M ajor Customers

The Company’s operations are conducted within one busi
ness segment and revenues attributable to foreign customers
are not material.
Net sales to m ajor customers approximated:

NOTES TO FINANCIAL STATEMENTS
(Dollar amounts in thousands except per share figures)
Note 2: Foreign Operations and Export Sales

The following net assets, net sales and net earnings, related
to operations outside the United States, are included in the

(In thousands)

Year Ended December 31,
1988
1987
General Motors Corporation..................................
$74,300
$64,500
Ford Motor Company................................................
36,100 24,000
Chrysler Corporation................................................
20,600 21,500
Consolidated Diesel Corporation...............................
19,700 12,800
Caterpillar Inc............................................................
13,500 11,100
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Company’s consolidated financial statements:
December 25,
1988
Net assets:
Working Capital...
Timber cutting
rights..............
Property and
equipment, net
Other assets........

$107,185

Net sales.................
Net earnings............

$ 75,929

December 28,
1986
$ 58,961

4,845

4,998

5,337

681,229
93,644

377,253
117,671

283,066
90,133

886,903
(622,379)

575,851
(427,752)

437,497
(379,871)

$264,524

$148,099

$ 57,626

1988

1987

1986

$807,253
64,718

$683,036
55,600

$355,019
20,822

One hundred twenty-nine survey companies use a 52-53
week fiscal year.

The Company is engaged in the sale of products for export
from the United States. These sales consist principally of pulp,
newsprint, paperboard, containerboard, logs, lumber and
wood chips to Japan; pulp, containerboard, lumber and ply
wood to Europe and logs to China. The following table com
pares the Company’s export sales from the United States to
customers in Japan and elsewhere with its total sales to all
customers.
Export Sales

1988......... ....
1987.........
1986.........

For years, the accounting and legal professions, printers,
the Securities and Exchange Commission, and others in
terested in various aspects of the year-end bottleneck have
advocated that companies adopt a natural business year. A
natural business year is the period of 12 consecutive months
which ends when a business’s activities have reached the
lowest point in its annual cycle. In many instances, the natural
business year of a company is December 31.
Table 1-4 summarizes, by the month in which a fiscal year
ends, the fiscal year endings of the survey companies. For
tabulation purposes, if a fiscal year ended in the first week of a
month, the fiscal year was considered to have ended in the
preceding month.

Other liabilities.........
Net assets............

December 27,
1987

NATURAL BUSINESS YEAR

During 1988, five companies changed the date of their fiscal
year end. Examples of such changes and examples of fiscal
year definitions follow.

Change In Date Of Fiscal Year Ending
THE FLUOROCARBON COMPANY
Consolidated Balance Sheet

Customers
in Japan

Customers
Outside
Japan

Total
Export
Sales

Total Sales
to all
Customers

$776,000
696,000
539,000

$622,000
463,000
393,000

$1,398,000
1,159,000
932,000

$10,004,000
8,823,000
7,258,000

February 4

January 31

1989

1988

Consolidated Statement of Income
Years ended
January 31

February 4
1989

1988

1987

Consolidated Statement of Cash Flows
Years ended
January 31

February 4
1989

TABLE 1-4: MONTH OF FISCAL YEAR END
1988

1987

1986

1985

January .............................
February ...........................
March ...............................
April ..................................
M ay...................................
Ju n e ..................................
J u ly ...................................
August ..............................
September.........................
October .............................
November .........................

20
13
15
7
16
54
14
15
38
22
15

23
13
14
8
14
42
14
15
37
23
16

23
15
11
5
16
43
14
18
36
23
15

24
16
12
5
14
43
16
20
39
26
11

Subtotal...................

229

219

219

226

December..........................

371

381

381

374

Total Companies.........

600

600

600

600

1988

1987

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Reporting Year. Beginning in 1989, the Company changed
from a fiscal year of twelve calendar months ending on Janu
ary 31 to a fiscal year of 52 or 53 weeks. Accordingly, results of
operations for the current fiscal year ended on February 4,
1989.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Board of Directors
The Fluorocarbon Company
We have audited the accompanying consolidated balance
sheets of The Fluorocarbon Company at February 4, 1989,
and January 3 1 , 1988, and the related statements of income,
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Fiscal Y ear

stockholders’ equity, and cash flows for the three fiscal years
in the period ended February 4 , 1989. These financial state
ments are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated finan
cial position of The Fluorocarbon Company at February 4,
1989, and January 3 1 , 1988, and the consolidated results of
operations and cash flows for the three fiscal years in the
period ended February 4, 1989, in conform ity with generally
accepted accounting principles.

Three months ended
December 31
1987
Consolidated income statement:
Sales..............................................................
Cost of sales.................................................

$ 83,993
66,300

Gross profit....................................................
Administrative and selling expense...............
Interest expense............................................
Other expense................................................

17,693
(11,180)
(3,493)
(2,075)

Income from continuing operations before
taxes.........................................................
Provision for income taxes............................

945
310

Income from continuing operations..............
Income from discontinued operations, net of
taxes .........................................................

635

Net income....................................................

$ 1,524

Primary and fully diluted earnings per share:
Continuing operations....................................
Discontinued operations................................

$

.06
.08

$

.14

889

December 31
1987

J.P. INDUSTRIES, INC.
Consolidated Balance Sheet

December 31
1988

September 30
(Restated)
1987

Consolidated Statement o f Income

Year Ended
December 31
1988

Year Ended
September 30
(Restated)
1987

Year Ended
September 30
(Restated)
1986

Consolidated Statement of Cash Flows
Year Ended
December 31
1988

Year Ended
September 30
1987

Year Ended
September 30
1986

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Significant Accounting Policies:

Basis of Presentation
Effective with calendar year 1988, J.P. Industries, Inc. (the
“ Company") has changed its fiscal year end from September
30 to December 31. See Note 15 for the financial data for the
three-month period ended December 3 1 , 1987.
15. Financial Results:

The Company changed its fiscal year end from September
30 to December 31, effective with the calendar year beginning
January 1 , 1988. The statement of income for the three-month
period ended December 31, 1987 and condensed balance
sheet data at that date is as follows (in thousands):

Balance sheet data:
Current assets............................................
Property, plant and equipment, net............
Other assets...............................................

$163,659
125,287
80,640

Total assets............................................

$369,586

Current liabilities........................................
Long-term debt...........................................
Noncurrent liabilities...................................
Shareholders’ equity...................................

$ 52,962
192,412
11,143
113,069

Total liabilities and shareholders’ equity.

$369,586

REPORT OF INDEPENDENT ACCOUNTANTS
To the Shareholders o f J.P. Industries, Inc.:
We have audited the accompanying consolidated balance
sheet of J.P. Industries, Inc. and Subsidiaries as of December
3 1 , 1988 and September 3 0 , 1987, and the related consoli
dated statements of income, cash flows and changes in share
holders’ equity for the year ended December 31, 1988, and
each of the two years in the period ended September 30,
1987. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
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Section 1: General

In o u r o p in io n , th e fin a n c ia l sta te m e n ts re fe rre d to above
p re se n t fa irly , in a ll m a te ria l a sp e cts, th e co n s o lid a te d fin a n 
c ia l p o s itio n o f J.P . In d u s trie s , Inc. and S u b s id ia rie s as o f
D e ce m b e r 3 1 , 1988 an d S e p te m b e r 3 0 , 1987, and th e c o n s o li
d a te d re s u lts o f its o p e ra tio n s and its cash flo w s fo r th e ye a r
en de d D e cem b er 3 1 , 1988 and each o f th e tw o ye a rs in th e
p e rio d e n de d S e p te m b e r 3 0 , 1987, in c o n fo rm ity w ith g e n e ra l
ly a cce p te d a cco u n tin g p rin c ip le s .

WETTERAU INCORPORATED
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
Sum m ary o f Significant Accounting Policies (In Part):
F isca l y e a r
T h e c o m p a n y ’s fis c a l y e a r is g e n e ra lly 52 w e e ks, b u t
p e rio d ic a lly c o n s is ts o f 53 w e e ks (as in fis c a l 1988), be cau se
th e fis c a l y e a r e n d s on th e S a tu rd a y n e a re st M arch 31.

Definition Of Fiscal Year
F.W. WOOLWORTH CO.
CINCINNATI MILACRON INC.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Sum m ary o f Significant Accounting Policies (in Part)
F iscal Y e a r End
T he co m p a n y's y e a r en d s on th e S a tu rd a y c lo s e s t to D e
ce m b e r 31 o f ea ch y e a r. F isca l y e a r en d s a re as fo llo w s :
1988:

December 3 1 , 1988

1987:

January 2 , 1988

1986:

January 3, 1987

THE EASTERN COMPANY
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note A (In Part): Sum m ary o f Significant Accounting Poli
cies
F isca l Y e a r: T h e C o m pa ny’s fis c a l y e a r en d s on th e S a tu r
d a y n e a re st to D e cem b er 31. F isca l ye a rs 1988, 1987 and
1986 w e re co m p rise d o f 5 2 w e eks, 52 w e e ks and 53 w eeks,
re sp e ctive ly.

OXFORD INDUSTRIES, INC.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
A (In Part): Sum m ary o f Significant Accounting Policies:
3.
F isca l P eriod— T h e C o m pa ny’s fis c a l c lo sin g d a te is th e
F rid a y n e a re st M ay 31. T h e fis c a l y e a r in clu d e s o p e ra tio n s fo r
a 5 3 -w e e k p e rio d in 1988, and a 5 2 -w e e k p e rio d in 1987 and
1986.

SCOTT PAPER COMPANY
FIN A N C IA L R EVIEW N O TES
Accounting Policies (In Part):
F isca l Y e a r-e n d . T h e C o m pa ny’s fis c a l y e a r en ds on th e la st
S a tu rd a y in D ecem ber, w h ich re s u lts in a 52 - o r 5 3 -w e e k year.
F isca l y e a r 1988 c o n s is te d o f 53 w e e ks, w h ile fis c a l ye a rs
1987 and 1986 c o n s is te d o f 52 w e e ks. T o fa c ilita te pro m pt
re p o rtin g o f S c o tt’s fin a n c ia l re s u lts , th e fin a n c ia l sta te m e n ts
o f th e in te rn a tio n a l s u b s id ia rie s an d a ffilia te s a re ba sed on th e
tw e lve m on th s e n d in g N o vem b er 30.

S U M M A R Y O F S IG N IF IC A N T A C C O U N T IN G P O L I
CIES
Reporting Year
T he re p o rtin g p e rio d fo r a ll s u b s id ia rie s , w ith th e exce p tio n
o f th e G erm an s u b s id ia ry , is a 5 2 /5 3 -w e e k re p o rtin g pe rio d
en din g on th e la s t S a tu rd a y in Ja n u a ry. T h e 1988 and 1987
re p o rtin g y e a rs re p re s e n t th e 5 2 w e eks en de d J a n u a ry 28,
1989, and J a n u a ry 3 0 , 1988, re s p e c tiv e ly , w h ile 1986 re p re 
se n ts th e fis c a l y e a r e n de d Ja n u a ry 31, 1987. T he G erm an
s u b s id ia ry had a c a le n d a r re p o rtin g y e a r e n d in g on D e cem b er
3 1 st.

COMPARATIVE FINANCIAL
STATEMENTS
R ule 14 c -3 o f th e S e c u ritie s E xcha ng e A c t o f 1934 re q u ire s
th a t a n n u a l re p o rts to s to c k h o ld e rs sh o u ld in c lu d e co m p a ra 
tiv e ba la n ce s h e e ts, and s ta te m e n ts o f in com e and o f cash
flo w s fo r ea ch o f th e 3 m o st re c e n t fis c a l ye a rs. A ll o f th e
su rve y co m p a n ie s a re re g is te re d w ith th e S e c u ritie s and E x
cha ng e C o m m issio n and co n fo rm e d to th e a fo re m e n tio n e d
re q u ire m e n ts o f R ule 14c-3.
U su a lly th e in com e s ta te m e n t is th e firs t fin a n c ia l sta te m e n t
p re se n ted and is fo llo w e d b y e ith e r a b a la n ce s h e e t (283
com p an ies) o r a sta te m e n t sh o w in g ch a n g e s in re ta in e d e a rn 
in gs (66 co m p a n ie s). 188 co m p a n ie s p re se n te d th e b a lan ce
sh e e t as th e firs t fin a n c ia l sta te m e n t fo llo w e d by an in com e
sta te m e n t.
P rio r to 1986, th e fin a n c ia l s ta te m e n ts, w ith ra re e xce p tio n ,
w e re p re se n te d on c o n s e c u tiv e pa ge s. In 1988, 26 su rve y
co m p a n ie s d id n o t p re s e n t th e ir fin a n c ia l s ta te m e n ts o n c o n 
s e cu tive p a ge s b u t in te rs p e rs e d th e M an ag em en t’s D iscu s
sio n and A n a ly s is o f F in a n cia l C o n d itio n am ong th e fin a n c ia l
sta te m e n ts b y h a vin g com m e nts d is c u s s in g th e c o n te n t o f a
fin a n c ia l sta te m e n t fo llo w th e p re s e n ta tio n o f a fin a n c ia l s ta te 
m ent. S uch in te rs p e rs e d m a te ria l w a s n o t co ve re d by an
a u d ito rs ’ re p o rt and w a s n o t p re se n te d in lie u o f notes.
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Disclosures O f Accounting Policies

ROUNDING OF AMOUNTS
Table 1-5 shows that most of the survey companies state
financial statem ent amounts in either thousands or millions of
dollars.

TABLE 1-5: ROUNDING OF AMOUNTS
1988

1987

1986

1985

55

55

62

66

Omitting 0 00 ........................

3 67

3 68

367

363

Presenting 0 0 0 .....................

41

44

45

44

To nearest million do llars.......

137

133

126

127

Total Companies...........

600

600

600

600

To nearest d o lla r.......................
To nearest thousand dollars;

NOTES TO FINANCIAL STATEMENTS
Securities and Exchange Commission Regulations S -X and
S-K, and SAS No 32 state the need for adequate disclosure in
financial statements. Normally the financial statements alone
cannot present all information necessary for adequate disclo
sure but must m ake reference to appended notes which dis
close information of the sort listed below:
Changes in accounting principles.
Any material retroactive adjustments.

DISCLOSURE OF ACCOUNTING
POLICIES

Long-term lease agreem ents.
Assets subject to lien.

A P B Opinion No. 2 2 (Section A 10 of F A S B Accounting
S ta n d a r d s -C u r r e n t T ext) re q u ire s th a t th e sig nifican t
accounting policies of an entity be disclosed in the financial
statements of the entity. Opinion No. 2 2 set forth guidelines as
to the content and format of disclosures of accounting policies.

Preferred stock data.
Pension and retirement plans.
Restrictions on the availability of retained earnings for
cash dividend purposes.

Table 1-7 shows the nature of information frequently dis
closed in summaries of accounting policies and the number of
survey companies disclosing such information. Examples of
summaries of accounting policies follow.

Contingencies and commitments.
Depreciation and depletion policies.
Stock option or stock purchase plans.
Consolidation policies.
Business combinations.
Computation of earnings per share.
Subsequent events.

TABLE 1-7: DISCLOSURE OF ACCOUNTING
POLICIES

Quarterly data.
Segm ent information.
Table 1-6 summ arizes the m anner in which financial state
ments refer to notes. Notes on specific topics are illustrated in
this publication in the sections dealing with such topics.

Number of Companies
1988

198 7

1986

1985

Consolidation p o lic y ................

582

5 79

579

584

Depreciation m e th o d s .............

575

579

579

580

Inventory p ric in g .......................

560

554

554

557

Interperiod tax allocation........

4 82

4 96

510

532

Property .....................................

482

4 88

493

496
393

Earnings per share calcula

TABLE 1-6: NOTES TO FINANCIAL STATEMENTS
1988

1987

1986

1985

General reference only.............

367

359

355

345

General and direct references

2 26

233

2 36

246

Direct reference only................

3

4

5

6

tio n ............................................

412

4 07

400

Cash equivalen ts.......................

351

—

—

—

Amortization of in tan gib les...

338

3 34

309

304

233

225

235

236

190

223

243

274

Translation of foreign curren
cy .............................................
Employee benefits.....................
Research and development

No reference to n o te s .............

4

4

4

3

costs.........................................

125

110

113

124

Total Companies...........

600

600

600

600

Capitalization of interest..........

59

59

61

78
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Section 1: G eneral

CHEVRON CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Millions of Dollars)
Note 1. Summary o f Significant Accounting Policies
Chevron Corporation and its consolidated subsidiaries (the
Company) employ accounting policies that are in accordance
with generally accepted accounting principles in the U.S.

In May 1988, the Company filed with the Securities and
Exchange Commission restated 1987 and 1986 financial
statements, which differed from those presented in its 1987
Annual Report, to reflect the adoption of Statement of Finan
cial Accounting Standards No. 96, “Accounting for Income
Taxes” (SFAS 96), on January 1 , 1988, retroactive to January
1 , 1986. Refer to Note 3 for the effect on the Company’s 1987
and 1986 consolidated net income, net income per share of
common stock and stockholders’ equity.
Subsidiary and Affiliated Companies
The consolidated financial statements include the accounts
of subsidiary companies more than 50 percent owned.

duced. Depletion expenses for capitalized costs of proved
mineral interests are determined using the unit-of-production
method by individual fields as the related proved reserves are
produced. Periodic valuation provisions for impairment of
capitalized costs of unproved mineral interests are expensed.
Depreciation and depletion expenses for other mineral
assets are determined using the unit-of-production method as
the proved reserves are produced. The capitalized costs of all
other plant and equipment are depreciated or amortized over
estim ated useful lives. In general, the declining-balance
method is used to depreciate plant and equipment in the
United States; the straight-line method is generally used to
depreciate non-U.S. plant and equipment and to amortize all
capitalized leased assets.
Gains or losses are not recognized for normal retirements of
properties, plant and equipment subject to composite group
amortization or depreciation. Gains or losses applicable to
abnormal retirements or sales are included in income.
Expenditures for maintenance, repairs and minor renewals
necessary to maintain facilities in operating condition are ex
pensed. Major replacements and renewals are capitalized.
Environmental Expenditures

Investments in and advances to affiliates in which the Com
pany has a substantial ownership interest of approximately 20
percent to 50 percent or for which the Company participates in
policy decisions are accounted for by the equity method, i.e.,
at remaining unamortized cost increased or decreased by the
Company’s share of earnings or losses, after dividends. The
Company’s share of the net earnings and losses of all entities
accounted for by the equity method is included as a separate
item in the Consolidated Statement of Income.

Environmental expenditures that relate to current or future
revenues are expensed or capitalized as appropriate. Ex
penditures that relate to an existing condition caused by past
operations, and do not contribute to current or future revenue
generation, are expensed. Liabilities are recorded when en
vironmental assessments and/or cleanups are probable, and
the costs can be reasonably estimated. Generally, the timing
of these accruals coincides with the Company’s commitment
to a formal plan of action.

Oil and Gas Accounting

Currency Translation

The successful efforts method of accounting is used for oil
and gas exploration and production activities.

The U.S. dollar is the functional currency for the Company's
consolidated operations as well as for substantially all opera
tions of its equity method companies. For those operations, ail
gains or losses from currency translations are included in
income currently. The cumulative translation effects for the
few equity method companies identified as having functional
currencies other than the U.S. dollar are included in the cur
rency translation adjustment in stockholders’ equity.

Short-term Investments
Short-term investments that are part of the Company’s cash
management portfolio are classified as cash equivalents.
These investments are highly liquid and generally have orig
inal m aturities of three months or less. All other short-term
investments are classified as marketable securities.
Inventories
Crude oil, petroleum products, chemicals and other mer
chandise inventories are stated at cost, using a Last-In, FirstOut (LIFO) method. In the aggregate the costs are below
market. M aterials and supplies inventories are generally
stated at average cost.
Properties, Plant and Equipment
All costs for development wells, related plant and equip
ment (including carbon dioxide and certain other injected
materials in enhanced recovery projects), and mineral in
terests in oil and gas properties are capitalized. Costs of
exploratory wells are capitalized pending determination of
whether the wells found proved reserves. Costs of wells that
are assigned proved reserves remain capitalized. All other
exploratory wells and costs are expensed.
Depreciation and depletion (including provisions for future
abandonment and restoration costs) for all capitalized costs of
proved oil and gas producing properties, except mineral in
terests, are expensed using the unit-of-production method by
individual fields as the proved developed reserved are pro

Taxes
The Company accounts for income taxes in accordance
with SFAS 96. investm ent and sim ilar tax credits are applied
as a reduction of U.S. Federal income taxes using the flow
through method. Income taxes are accrued for retained earn
ings of foreign subsidiaries and corporate joint ventures
intended to be remitted. Income taxes are not accrued for
unremitted earnings that have been, or are intended to be,
reinvested indefinitely.

ENGELHARD CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1. Significant Accounting Policies
(a)
Cost of sales and inventories— Inventories are stated at
the lower of cost or market. Cost is comprised of direct labor
and m aterials, variable overhead and the full absorption of
fixed manufacturing overhead.

Disclosures O f Accounting Policies

The cost of precious metals inventories is determined using
the last-in, first-out (LIFO) method. The costs of inventories
other than precious metals are principally determined using
either the average cost or first-in, first-out (FIFO) method.
(b) Futures and forward contracts— The Company general
ly hedges on a daily basis purchases and sales of precious
metals inventories transacted in the normal course of busi
ness. Such hedging transactions frequently involve the use of
futures or forward contracts for delivery of precious metals at
some later date. Usually the contract price exceeds the cur
rent (spot) price of these metals by a premium referred to as
contango, which in effect contributes toward the cost to fi
nance the metal holder’s position. Accordingly, net contango
income, which represents the amortization of this premium
over the lives of the respective contracts, is shown as an
adjustment to interest expense.
Changes in the market value, net of contango, of futures
and forward contracts which qualify as hedges are recognized
in income when the related inventories are sold to customers.
Changes in the market value of other futures and forward
contracts are recognized in income in the period of the
change.
(c) Depreciation and depletion— Depreciation of buildings,
building improvements, machinery and equipment is provided
over estimated useful lives principally under the straight-line
and sum-of-the-year-digits methods. Depletion of mineral de
posits and mine development is provided under the unit of
production method.
When assets are sold or retired, their cost and related
accumulated depreciation are removed from the accounts.
Any gain or loss is included in income.
(d) Principles of consolidation— The accompanying consoli
dated financial statements include the accounts of the Com
pany and its majority-owned subsidiaries, all of which are
wholly owned.
(e) Accounting change— In the fourth quarter of 1987, the
Company adopted the provisions of Statement of Financial
Accounting Standards No. 87, “ Employers’ Accounting for
Pensions’’ for its foreign pension plans. The provisions of the
statement were adopted in the second quarter of 1986 for U.S.
pension plans. Due to prospective application, income for
years prior to adoption have not been restated. Certain prior
year financial information has been restated to conform with
the 1988 presentation.
(f) Goodwill and other intangibles— Intangible assets are
being amortized on a straight-line basis over periods not ex
ceeding 40 years.

H.J. HEINZ COMPANY (APR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1. Signific a n t Accounting Policies

Fiscal Year: The company operates on a fiscal year ending
the Wednesday nearest April 30. However, certain foreign
subsidiaries have earlier closing dates to facilitate tim ely re
porting. Fiscal years for the financial statements included
herein ended April 2 7 , 1988, April 2 9 ,1987 and April 3 0 ,1986.
Principles of C onsolidation: The consolidated financial
statements include the accounts of the company and its
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domestic and foreign subisidaries. Certain fishing vessel op
erations were consolidated in 1988 as a result of certain
restructurings and the adoption of FASB Statement No. 94,
“ Consolidation of All Majority-owned Subsidiaries.’’ The con
solidation of these subsidiaries did not have a material effect
on the consolidated financial results of the company.
All significant intercom pany accounts and transactions
were eliminated. Certain reclassifications were made to prior
years’ amounts to conform with the 1988 presentation.
Translation of Foreign Currencies: The financial position
and results of operations of the company’s foreign sub
sidiaries are measured generally using local currency as the
functional currency. Assets and liabilities of these subsidiaries
are translated at the exchange rate in effect at each year-end.
Income statement accounts are translated at the average rate
of exchange prevailing during the year. Translation adjust
ments arising from the use of differing exchange rates from
period to period are included in the cumulative translation
adjustment account in shareholders’ equity.
Inventories: Inventories are stated at the lower of cost (prin
cipally the average cost method) or market.
Depreciation: For financial reporting purposes, depreciation
is provided on the straight-line method over the estimated
useful lives of the assets. Accelerated depreciation methods
are generally used for income tax purposes.
Income Taxes: Deferred income taxes result prim arily from
timing differences between financial and tax reporting. The
company has not provided for possible U.S. taxes on the
undistributed earnings of foreign subsidiaries that are consid
ered to be reinvested indefinitely. Where it is contemplated
that earnings will be remitted, credit for foreign taxes already
paid generally will offset applicable U.S. income taxes; in
cases where they will not offset U.S. income taxes, appropri
ate provisions are included in the Consolidated Statement of
income. The investment tax credits are accounted for under
the “flow-through” method, which recognizes the benefit in the
fiscal year in which the asset was placed in service.
In December 1987 the FASB issued Statement No. 96,
“Accounting for Income Taxes.” The statement requires the
use of the liability method of accounting for deferred income
taxes and must be implemented no later than Fiscal 1990. The
company is in the process of determining the impact of the
statement’s implementation.
Net income Per Common Share: Net income per common
share has been computed by dividing income applicable to
common shareholders by 132,705,945 in 1 98 8,136,834,666
in 1987, and 137,315,701 in 1986, the weighted average
number of shares of common stock outstanding and common
stock equivalents during the respective years.
Intangibles: The excess of investments in consolidated sub
sidiaries over net assets at acquisition and other intangibles
arising from acquisitions are being amortized on a straight-line
basis over periods not exceeding forty years. The company
regularly reviews the individual components of the balances
and recognizes, on a current basis, any diminution in value.
Business Segment Inform ation: inform ation concerning
business segment and geographic data is on page 31 in the
Financial Review.
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MEDTRONIC, INC. (APR)

XEROX CORPORATION (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Note 1— Summary o f Significant Accounting Policies

Principles of Consolidation
The consolidated financial statements include the accounts
of Medtronic, Inc. and all of its subsidiaries, after elimination of
all significant intercompany transactions and accounts.
Inventories
Inventories are stated at the lower of cost or market, with
cost determined on a first-in, first-out basis.
Marketable Securities
Marketable securities consist prim arily of long-term fixed
rate bonds and notes with government agencies of the Com
monwealth of Puerto Rico. The securities are carried at cost
as the company intends to hold the securities to maturity.
Property, Plant, and Equipment

1. Summary o f Significant Accounting Policies
Basis o f Consolidation. In 1988 the Company retroactively
adopted the provisions of Statement of Financial Accounting
Standards No. 94 which requires the consolidation of all
majority-owned subsidiaries. Accordingly, the consolidated
financial statements now include the accounts of Xerox Finan
cial Services, Inc. and the Company’s other previously uncon
solidated financial services and real estate subsidiaries.
Under the new rules prior years’ net income and shareholders’
equity remain unchanged, however substantially all other data
have been restated to reflect the new basis of consolidation.
Additional information regarding subsidiaries that are being
consolidated for the first time may be found in Notes 8 and 9.
Investments in corporate joint ventures, and other companies
in which the Company has a 20% to 50% ownership, continue
to be accounted for by the equity method.

Property, plant, and equipment are stated at cost. Additions,
renewals, and im provem ents are capitalized. Asset and
accumulated depreciation accounts are relieved for disposi
tions with resulting gains or losses reflected in earnings.
Maintenance and repairs are expensed as incurred. Deprecia
tion of plant and equipment is provided by the straight-line
method over the estimated useful lives of the various assets.

Rank Xerox Limited, Rank Xerox Holding B.V. and their
respective subsidiaries and the other subsidiaries jointlyowned by the Company and The Rank Organisation Plc are
referred to as Rank Xerox Companies. The accounts of the
Rank Xerox Companies are included for their fiscal years
ended October 31. The accounts of Latin American sub
sidiaries are included for fiscal years ended November 30.

Intangible Assets
Intangible assets consist prim arily of goodwill, representing
the excess of cost over net assets of businesses acquired, and
purchased technology. Goodwill is amortized by the straightline method over periods not exceeding 40 years. The cost of
technology acquired is amortized over the estimated useful
life of the technology.

Revenue Recognition. Revenues from the sale of equip
ment under installm ent contracts and from sales-type leases
are recognized at the time of sale or at the inception of the
lease, respectively. Revenues from equipment under other
leases are accounted for by the operating lease method and
are recognized over the lease term. Operating lease plans
include maintenance and parts, but generally do not include
supplies such as toner and paper which are sold separately.
Service revenues are derived prim arily from maintenance
contracts on the Company’s equipment sold to customers.
Rental and service revenues from reprographic products vary
each month based on the number of copies produced. Sales
to third-party lease finance companies of equipment subject to
the Company’s operating leases are recorded as sales at the
time the equipment is accepted by the third party. The Com
pany has agreed to service these units, to perform nonpreferential remarketing services and to administer the leases
on a compensatory basis.

Product W arranties
Under the company’s product warranty programs, the com
pany has agreed to replace certain products or issue a re
placem ent credit during the designated warranty period.
Costs associated with these warranty programs are deter
mined on the basis of estimated net future costs.
Foreign Currency Translation
Essentially all assets and liabilities are translated at yearend exchange rates while elements of the income statement
are translated at weighted average exchange rates in effect
during the year. Translation adjustments arising from transla
tion of most net assets located outside the United States into
U.S. dollars are recorded as a separate component of equity.
Litigation Settlement
During 1986 the company received settlement on certain
patent infringement lawsuits. The settlem ent included consid
eration for past damages ($7.3 million) plus future royalties.
Reclassification
The company has reclassified the presentation of certain
prior year information to conform with the current presentation
format.

Insurance premiums are generally earned pro-rata over the
period the coverage is provided. Unearned premiums repre
sent the portion of premiums written which is applicable to the
unexpired terms of policies in force. Insurance acquisition
costs, prim arily commissions, brokerage and salary costs
which are directly associated with the acquisition of new insur
ance business, are deferred and recognized over the periods
the related premiums are earned.
As more fully discussed in Note 8, in 1988 the Company’s
insurance subsidiary, Crum and Forster, Inc. (C&F), retroac
tive ly adopted the provisions of Statem ent of Financial
Accounting Standards No. 97. The Statement requires real
ized capital gains and losses to be reported on a pretax basis
as a component of income from continuing operations. The
Statement also requires C&F to exclude from revenues any
earned premiums on life insurance policies that do not subject
C&F to significant m ortality or morbidity risks but in substance

Disclosures O f Accounting Policies

represent an investment by the policyholders; however, there
is no effect on net income because there is an offsetting
decrease in related operating expenses.
income associated with finance receivables is earned on an
accrual basis under an effective annual yield method. In 1988
the Company prospectively adopted the provisions of State
ment of Financial Accounting Standards No. 91 which is ap
plicable to the Company’s finance subsidiaries. Its primary
effect was to elim inate the Company’s practice of recognizing
as earned income, at the tim e of origination, a portion of the
finance charge to offset the provision for losses on uncollect
ible lease receivables. Adoption of this Statement did not
materially affect net income.
Provisions for Losses on Uncollectible Receivables. The
amounts of the provisions for losses on uncollectible trade,
premiums, and finance receivables are determined principally
on the basis of past collection experience. The provision for
uncollectible reinsurance is determ ined principally on the
basis of specific identification.
Inventories. Inventories are carried at the lower of average
cost or market.
Investments. Bonds and sinking fund preferred stocks are
valued at amortized cost and are generally intended to be held
to maturity. Other stocks are valued at market and short-term
investments are carried at cost which approximates market.
Realized gains and losses on the sale of investments are
determined on the basis of specific costs. Unrealized gains
and losses from revaluation of equity investments, net of
applicable deferred income taxes, are credited or charged to
shareholders’ equity and accordingly have no effect on oper
ating results. Investment income is recorded when earned.
Trading Inventory. Marketable securities of the investment
banking businesses are included in other assets. Securities
transactions and related commission revenues and expenses
are recorded on a settlem ent-date basis. Securities owned are
valued at market value and unrealized gains and losses are
reflected in earnings currently.
Equipment on Operating Leases, Buildings and Equipment.
Equipment on operating leases, buildings and equipment are
depreciated over their estimated useful lives. Assets recorded
under capital leases are amortized over their lease terms or, if
title to the property w ill ultim ately pass to the Company, over
their estimated useful lives. Depreciation is computed using
principally the straight-line method. Significant improvements
are capitalized; maintenance and repairs are expensed. The
cost and accumulated depreciation of assets retired or other
wise disposed of are eliminated from the accounts and any
resulting gain or loss is credited or charged to income, as
appropriate.
Cost of Acquired Businesses in Excess of Net Assets. The
cost of acquired businesses in excess of the net assets pur
chased is amortized on a straight-line basis, generally over
forty years.
Insurance Losses and Loss Expenses. Unpaid property and
casualty insurance losses and loss expenses are charged to
income as incurred. The provisions for unpaid losses and loss
expenses are determined on the basis of claim adjusters’
evaluations and other estimates including those for incurred
but not reported losses and salvage and subrogation recover
ies. The determ inations of such estimates and the establish
ment of the related reserves are continually reviewed and
updated. Any adjustments resulting therefrom are reflected in
earnings currently.
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Foreign Currency Translation. The financial position and
results of operations of the Company’s foreign subsidiaries,
except for the Latin American subsidiaries, are measured
using local currency as the functional currency. Revenues and
expenses of such subsidiaries have been translated at aver
age exchange rates. Assets and liabilities have been trans
lated at current exchange rates, and the related translation
adjustments, together with net gains and losses from hedging
exposed net asset positions less related tax effects, are being
deferred as a separate component of Shareholders’ Equity,
unless there is a sale or liquidation of the underlying foreign
investments. The Company has no present plans for the sale
or liquidation of significant investments to which these defer
rals relate. The Company’s subsidiaries in Latin America oper
ate prim arily in hyper-inflationary economies and transact a
significant amount of business in U.S. dollars. Accordingly, the
U.S. dollar is deemed to be the functional currency of these
subsidiaries and all translation gains and losses are included
in income currently. Aggregate foreign currency exchange
gains and losses are included in determining net income. Net
aggregate foreign currency exchange gains (losses) were
$171 million, $52 million and $(5) m illion in 1988, 1987 and
1986, respectively, and are included in Other, net in the Busi
ness Products and Systems Statements of Income. While the
aggregate foreign currency gains in 1988 and 1987 favorably
impacted income before income taxes, there was essentially
no flow-through to net income because of the typically high
effective tax rates in these Latin American subsidiaries.
New Accounting Pronouncements. As discussed above, in
1988 the Company adopted Financial Accounting Standards
Board (FASB) Statements of Financial Accounting Standards
No.’s 9 1 ,94 and 97. The Company has not adopted Statement
of Financial Accounting Standards No. 96— “Accounting for
Income Taxes.’’ Statement No. 96 w ill affect the recognition
and measurement of income tax expense and deferred tax
assets and liabilities and is more fully discussed in Note 15.
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ACCOUNTING CHANGES
TABLE 1-8: ACCOUNTING CHANGES
APB Opinion No. 20 (Section A06 of FASB Accounting
Standards— Current Text) “ defines various types of account
ing changes and establishes guides for determining the man
ner of reporting each type.” Table 1-8 lists the accounting
changes disclosed in the 1988 annual reports of the survey
companies. As indicated in Table 1-8, the most frequently
disclosed changes were changes in pension plan actuarial
assumptions and changes to conform to pronouncements
recently issued by the Financial Accounting Standards Board.
Of the 82 survey companies adopting the pension plan disclo
sure requirem ents of Statem ent o f Financial Accounting
Standards No. 8 7 , 24 were making the change with regard to
foreign pension plans. Of the 98 survey companies conform
ing to the requirements of Statem ent o f Financial Accounting
Standards No. 96, 74 did not restate prior years financial
statements. Of the 90 survey companies reporting a change in
reporting entity, 88 changed to conform to the requirements of
Statement o f Financial Accounting Standards No. 94.

Examples of accounting changes follow. Additional exam
ples relating to consolidation practices, pension plans, income
taxes, and restatements of prior period financial statements
are presented in the discussions of these subjects.

CHANGE IN ACCOUNTING ESTIMATES
CARPENTER TECHNOLOGY CORPORATION
(JUN)

Number of Companies
Pension Costs;
Actuarial assumptions.......
SFAS 87 adopted.............
Actuarial cost method.......
Income taxes.........................
Reporting e n tity....................
Inventories:
Capitalization of costs
formerly expensed........
LIFO adopted....................
LIFO discontinued............
Other.................................
Loan originating fees............
Insurance company contracts
Depreciable live s..................
Depreciation method.............
Taxes on undistributed earn
ings ..................................
Successful efforts method
adopted.............................
Software costs......................
Investment credit..................
Other— described.................

1988

1987

1986

1985

119
82
—
98
90

176
157
—
37
17

102
266
3
—
9

104
17
38
—
5

11
2

—

—

7

15
5
4

1

2

1

3

2

10

3

5
4
—
—
3
7

3

6

1

4

—
—
3
3

1

2

4

6

6
8

4

—
14

—
16

13

7

6

1
—
—
18

—

—

—

2
2

NOTES TO FINANCIAL STATEMENTS
3. (In Part): Property, Plant and Equipment:

Effective January 1, 1988, the Company changed its esti
mates of the useful lives of its machinery and equipment and
buildings. These changes were made to better reflect the
estimated periods during which these assets w ill remain in
service. The change had the effect of reducing depreciation
expense in 1988 by $3,000,000 and increasing net income by
$1,800,000 or $.20 per share.

CROWN CENTRAL PETROLEUM CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note M— Change in Accounting Estimate
In the second quarter of 1987, the Company increased the
estimated remaining useful lives of its refinery units based
upon available technology and anticipated severity of service.
Remaining asset lives which averaged 9 years were in
creased to an average of 20 years. The change in accounting
estimate increased the Company’s 1988 net income by ap
proximately $2,601,000, or $.36 per primary share, ($.26 per
fully diluted share). The change in accounting estimate in
creased 1987 net income by approximately $1,799,000, or
$.25 per primary share, ($.18 per fully diluted share).

MATTEL, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies
Property, Plant and Equipm ent-Property, plant and equip
ment are recorded at fair value determined at December 26,
1987 and are depreciated on the straight-line method over
estimated useful lives of 15 to 40 years for buildings, 3 to 10
years for machinery and equipment, and 10 to 20 years (not to
exceed the lease term) for leasehold improvements.

Capitalized leases are recorded at fair value determined at
December 2 6 , 1987 and are amortized over the lease terms.
Tools, dies and molds are amortized over their useful lives.
In 1988, the Company revised the estimated life of tools, dies
and molds to three years rather than periods not in excess of
two years. This change stems from the Company’s 1987
decision to emphasize its design, development and manufac
ture of staple product lines with longer life cycles and to reduce
its dependence on new promotional toy lines with shorter life
cycles. This revision reduced tooling expense by $9.0 million
and increased net income by $8.6 million ($.18 per share) in
1988.

Accounting Changes

A.O. SMITH CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies
M odel change
Tool costs not reimbursed by customers and expenses
associated with significant model changes are amortized over
anticipated units of production of the model involved or the
time period of the model life, whichever occurs first. During
1988, the company extended the period over which these
costs are being written off to reflect longer model lives. The
effect of this change was to decrease 1988 model change
amortization from $12.4 m illion to $10.7 million and increase
1988 net earnings by $1.0 million ($.10 per fully diluted share
of common stock).

CHANGE IN ACCOUNTING PRINCIPLES
Pension Plan Costs
AM INTERNATIONAL, INC. (JUL)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands, except per share amounts)
Note 9 (In Part): Retirem ent Plans

The Company maintains defined contribution retirement
plans which are based on a percentage of the Company’s
profits for ail continuing U.S. employees. Expenses for con
tinuing domestic defined contribution retirement plans were
$5,817, $6,476 and $6,099 for 1988,1987 and 1986, respec
tively.
Defined contribution retirem ent plans are also maintained
for substantially ail U.S. employees of discontinued opera
tions except for those employees covered by union plans. In
the second quarter of fiscal year 1988, the Company adopted
Statement of Financial Accounting Standards (SFAS) No. 87,
“ Employers’ Accounting for Pensions” for those union plans
which are defined benefit plans. The effect of this change was
not material.
Foreign subsidiaries have retirement plans which supple
ment and are coordinated with required government plans.
Many of these retirement plans are defined contribution plans
and are funded through mandatory government plans or insur
ance company plans. Once the Company makes the required
funding payments, the Company has no further obligation
under these plans. Expenses for such continuing plans were
$1,506, $1,066 and $1,128 for 1988,1987 and 1986, respec
tively.
In the fourth quarter of fiscal year 1988, the Company
adopted SFAS No 87 for its principal foreign defined benefit
pension plans. The effect of this change was to reduce pen
sion costs by $1,438 and increase net income by $1,179, or
$.02 per common share in 1988. The components of net
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periodic pension cost (income) for those plans are shown
below for 1988:
Benefits earned during the year................................................
Interest accrued on projected benefit obligation.......................
Actual return on assets.............................................................
Net amortization and deferral....................................................

$2,477
3,854
2,195
(6,787)

Net periodic pension cost.....................................................

$1,739

BOWNE & CO., INC. (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 7 (In Part): Employee Benefit Plans

Pension Plans
The Company sponsors a defined benefit pension plan
which covers substantially all of its United States employees
not covered by union agreements. Normal retirement age is
65, but provision is made for early retirement. Benefits are
based upon salary and years of service under the projected
unit benefit method. The Company also has an unfunded
supplemental retirem ent program for certain management
employees. For 1988, the Company adopted Statement of
F inancial A ccounting S tandards No. 87, “ E m ployers’
Accounting for Pensions” (SFAS 87), for these plans. Pension
costs in 1987 and 1986, which have not been restated, were
$1,631,000 and $1,586,000, respectively, for these plans. The
effect of the adoption of SFAS 87 on 1988 pension costs was
not material.

CHOCK FULL O’ NUTS CORPORATION (JUL)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8 (In Part): Pension Plans
The Company and certain of its subsidiaries have non
contributory defined benefit plans covering all employees who
have completed one year of service, have attained age twen
ty-one and are not covered by union-sponsored plans. The
benefits are based on years of service and the employees’
compensation during the last 60 months of employment. The
pension plans are funded to accumulate sufficient assets to
provide for accrued benefits. In addition, a subsidiary contrib
utes to m ulti-employer plans which provide defined benefits to
union employees of the subsidiary.

In fiscal 1988, the Company adopted Statement of Financial
Accounting Standards No. 87, “ Employers’ Accounting for
Pensions.” This adoption reduced pension expense by
$613,000 and reduced net loss by $405,000 ($.06 per share)
for the year ended July 31, 1988. Pension expense for the
years ended July 3 1 , 1987 and 1986 has not been restated.

MOBIL CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
14 (In Part): Employee Benefits
In 1988 Mobil adopted the provisions of FAS 87, Employers’
Accounting for Pensions, for its foreign pension plans, which
had the effect of increasing 1988 net income by approximately
$6 million ($.01 per share).
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In 1986 Mobil adopted the provisions of FAS 87 for its
principal domestic plan, which had the effect of increasing
1986 net income by approxim ately $36 m illion ($.09 per
share).

CERTAINTEED CORPORATION (DEC)
C onsolidated S tatem ent o f Incom e
1988

1987

1986

(Dollars in Thousands)
Income before cumulative effect of

Income Taxes

accounting change...................................

$ 4 5 ,9 0 6

$ 6 1 ,3 8 2

$ 5 7 ,2 7 4

Cumulative effect of accounting

BALL CORPORATION (DEC)

change.....................................................
Net in co m e......................................................

C onsolidated S tatem ent o f Incom e
1988

1987

1986

(dollars in millions)
Income before cumulative effect of accounting
change.........................................................................

$ 3 2 .7

$60.1

$ 5 9 .4

Cumulative effect at January 1, 1988 of in
come tax accounting change...........................

1 7.8

Net in c o m e ......................................................................

—

$ 5 0 .5

$60.1

—
$ 5 9 .4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Taxes on Income (In Part):
in December 1988, the company elected to adopt SFAS No.
96, Accounting for Income Taxes. The cumulative effect of this
accounting change is required to be disclosed in the current
year as though adopted on January 1 , 1988. As a result, first
quarter and annual net income were increased $17.8 million or
77 cents per share. The adoption of the new accounting
standard had no effect on the tax provision for 1988.

CAMPBELL SOUP COMPANY (JUL)
C onsolidated Statem ents o f Earnings
1988

1987

1 0 ,8 4 6
$ 5 6 ,7 5 2

-0 -

-0-

$ 6 1 ,3 8 2

$ 5 7 ,2 7 4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6 (In Part): Income Taxes
The Company provides for the deferred income tax effects
of transactions that are reported in different periods for finan
cial reporting and income tax return purposes. Through De
cember 3 1 , 1987, deferred tax effects were computed based
on the tax rates in effect during the period such differences
arose.

As of January 1 , 1988, the Company adopted FASB State
ment No. 96, “Accounting for Income Taxes.” The principal
effects of this change are to record deferred taxes on the
balance sheet at the rates to be in effect when the underlying
differences will be reported in the Company’s income tax
returns. The deferred income tax provision for the period is
then the difference in the liabilities as of the beginning and end
of the period.
The effect of adopting Statement 96 is to increase net
income for 1988 by $10.6 m illion ($.56 per share), including
$10.8 million reported as a cumulative effect of accounting
change, and ($.2) million ($.01) per share, reported as an
increase in the 1988 tax provision. The primary reason for this
net benefit is the reduction in the corporate federal income tax
rate as a result of the Tax Reform Act of 1986.

1986

(m illion dollars)

HARRIS CORPORATION (JUN)

Earnings before cumulative effect of
accounting c h a n g e ...................................

$ 2 4 1 .6

$ 2 4 7 .3

$ 2 2 3 .2

$ 2 4 7 .3

$ 2 2 3 .2

C onsolidated S tatem ent o f Incom e

Cumulative effect of change in account
ing for income taxes................................

3 2 .5

Net earnings.....................................................

S274.1

1987

1988

1986

(In thousands)
Income before cumulative effect of

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(million dollars)
Accounting Changes

In 1988, the Company adopted FASB Statement No. 96,
Accounting for Income Taxes. Prior years’ financial state
ments have not been restated. The cumulative effect of the
accounting change increased 1988 earnings by $32.5, or 25
cents per share, which has been retroactively applied to the
first quarter. The current year effect of the change is not
significant.
Effective as of the beginning of 1986, the Company adopted
FASB Statement No. 87, Employers’ Accounting for Pensions
for the principal pension plans in the United States and Cana
da. Pension expense and related disclosures for all other
plans were determ ined under the provisions of previous
accounting principles. Adoption of this statement increased
1986 net earnings by $7, or 6 cents per share.

change in accounting principle .. ..

$ 6 5 ,3 8 7

$ 8 4 ,5 0 2

$ 5 9 ,6 0 9

Cumulative effect of change in
accounting for income ta x e s ..........

3 5 ,0 8 5

Net Incom e................................................

$ 1 0 0 ,4 7 2

—

$ 8 4 ,5 0 2

—

$ 5 9 ,6 0 9

NOTES TO FINANCIAL STATEMENTS
Income Taxes (In Part)
Effective July 1, 1987, the Corporation adopted Financial
Accounting Standards Board Statement No. 96, “Accounting
for Income Taxes.” Tax provisions for prior years have not
been restated. The adoption of this Statement decreased
1988 income before cumulative effect of change in accounting
principle by approximately $10,000,000 ($.25 per share).
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SEARS, ROEBUCK AND CO. (DEC)

respectively. Retained earnings at Jan. 1, 1986 have been
reduced by the cumulative effect on years prior to 1986 of
$17.2 million.

Consolidated Statements o f Income

Income before cumulative effect of
accounting change...................
Cumulative effect of change in
accounting for income taxes
(note 1 )....................................
Net income....................................

1988

1987
(millions)

1986

$909.5

$1,632.8

$1,338.6

544.2
$1,453.7

—
$1,632.8

PHILIP MORRIS COMPANIES INC. (DEC)
Consolidated Statements of Earnings
1987
1986
1988
(in millions of dollars)

—
$1,338.6

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Earnings before cumulative effect of
accounting change.............................
Cumulative effect of change in method
of accounting for income taxes.........
Net earnings...........................................

$2,064

$1,842

$1,478

$1,842

$1,478

273
$2,337

1. Accounting Changes

During 1988, the company adopted Statement of Financial
Accounting Standards (SFAS) 95 “ Statement of Cash Flows.”
Accordingly, Statements of Cash Flows are presented in place
of the previously reported Statements of Changes in Financial
Position.
The company adopted the provisions of SFAS 96 “Account
ing For Income Taxes" in the fourth quarter of 1988. As
required, previously reported quarterly earnings for 1988 have
been restated for the effect of this change as if it had occurred
as of Jan. 1, 1988. SFAS 96 requires the use of the liability
method in accounting for income taxes. Deferred tax assets
and liabilities are recorded based on the differences between
the financial statement and tax bases of assets and liabilities
and the tax rates in effect when these differences are ex
pected to reverse. The principal assets and liabilities giving
rise to such differences are buildings and equipment, insur
ance loss reserves, charge card receivables and deferred
maintenance agreement income. Prior year financial state
ments have not been restated for this accounting change. The
change decreased 1988 income from continuing operations
$177.6 million, or $.47 per share. This was offset by the
cumulative effect on prior years of $544.2 million or $1.44 per
share, resulting in an increase in 1988 net income of $366.6
million or $.97 per share.
Also, during the fourth quarter of 1988, the company im
plemented the provisions of SFAS 97 “ Accounting and Re
porting by Insurance Enterprises for Certain Long-Duration
Contracts and for Realized Gains and Losses from the Sale of
Investm ents.” The statem ent established new accounting
standards for universal life-type, investment and limited pay
ment contracts. The major changes resulting from the new
accounting standard are: premium collections on universal
life-type policies and payments received on investment con
tracts are recorded directly as deposits, sim ilar to savings
account deposits, as opposed to recording the insurance pay
ment through premium revenues and related policy expense;
non-level first year contract charges are deferred and recog
nized as revenue over the contract period; certain acquisition
costs previously expensed are now deferred; and the amor
tization period of deferred acquisition costs is lengthened.
SFAS 97 also requires that realized capital gains and losses,
previously reported as other income, be included in revenues.
Prior year financial statements have been retroactively re
stated. The effect of these changes was to decrease revenues
by $2.3, $1.2 and $.9 billion and income from continuing
operations and net income by $7.1, $16.6 and $12.7 million or
$.02, $.05 and $.04 per share, in 1988, 1987 and 1986,

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies:

Accounting Changes:
The company’s financial services and real estate sub
sidiaries, previously accounted for by the equity method, have
been consolidated in 1988 in accordance with Statement of
Financial Accounting Standards No. 94, “ Consolidation of All
Majority-owned Subsidiaries.” The company also adopted
Statement of Financial Accounting Standards No. 95, “ State
ment of Cash Flows,” in 1988. Prior years’ amounts have been
restated to conform with the current year’s presentations,
which restatements had no effect on previously reported net
earnings, earnings per share or stockholders’ equity.
Effective January 1, 1988, the com pany adopted the
method of accounting for deferred income taxes prescribed by
S tatem ent o f F inancial A ccounting S tandards No. 96,
“Accounting for Income Taxes.” Prior years’ data have not
been restated. See Note 10.
Note 10. (In Part): Pre-Tax Earnings and Provision for In
come Taxes:

Effective January 1 , 1988, the company adopted the provi
sions of Statement of Financial Accounting Standards No. 96,
“Accounting for income Taxes.” Accordingly, the company
has changed its method of computing deferred income taxes
from the deferred method used in prior years to the method
prescribed by SFAS 96. SFAS 96 increased 1988 net earn
ings and earnings per share by $213 million and $.91, respec
tively. Prior years’ data have not been restated.
The cumulative effects as of January 1 , 1988 of adopting
SFAS 96 were decreases in deferred income taxes of $736
million and goodwill of $463 million, and an increase in 1988
net earnings and earnings per share of $273 million and $1.17,
respectively. Pursuant to the provisions of SFAS 96, such
cumulative effects at adoption included $105 million of excess
deferred tax benefits, which have reversed or will reverse in
1988 through 1990. Application of SFAS 96 during 1988 de
creased earnings before cum ulative effect of accounting
change by $60 m illion ($.26 per share), resulting prim arily
from the reversal of the aforementioned excess deferred tax
benefits recorded upon adoption of SFAS 96.
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quarterly statements presented in Note 15 for 1988 and 1987
have been restated to comply with the provisions of Statement
96.

SPECTRUM CONTROL, INC. (NOV)
Consolidated Statements o f Operations
1988
Income (loss) before cumula
tive effect of a change in
accounting principle..........
Cumulative effect on prior
years of changing the
method of accounting for
income taxes (Note 2 ) .......

$(3,609,354)

1987

1986

$32,796

$3,318,798

The following summarizes the impact of applying Statement
96 on net income and earnings per share for the following
years:

Earnings (loss) as previously reported.....................
Effect of Statement 96.............................................
886,000

—

—

As restated..........................................................

$3,318,798

Earnings (loss) per common share as previously
reported..............................................................
Effect of Statement 96..............................................

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

As restated...........................................................

Net income (loss)..................

$(2,723,354)

$32,796

2. Accounting Change

Effective December 1 , 1987, the Company adopted State
ment of Financial Accounting Standards No. 96, “Accounting
for Income Taxes.” The Statement requires, among other
things, a change from the deferred to the liability method of
computing deferred income taxes. The cumulative effect,
through November 30, 1987, of this change in accounting
amounted to $886,000, or $0.16 per share, and is included as
a reduction in the net loss in the consolidated statement of
operations for the year ended November 3 0 , 1988. The effect
of this change on 1988 operating results, excluding the
cumulative effect discussed above, was not material.

ASARCO INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f Significant Accounting Policies
Taxes on Incom e: Deferred income taxes are recorded to
reflect the tax consequences on future years of differences
between the tax bases of assets and liabilities and their finan
cial reporting amounts at each year-end. However, because
the Company intends to indefinitely reinvest the undistributed
earnings of its foreign subsidiaries, a deferred income tax
liability for additional U.S. federal income taxes that would
result from the distribution of such earnings, if they were
actually repatriated, has not been recorded.

1987

1986

$279.3
(22.7)

$ 9.1
(46.3)

$256.6

$(37.2)

$ 7.34
(.64)

$(0.46)
(1.64)

$ 6.70

$(2.10)

Adoption of Statement 96 reduced fully diluted earnings per
share from $6.61 to $6.05 in 1987.

CBI INDUSTRIES, INC. (DEC)
Consolidated Statements o f Income
1988
1987
1986
(Thousands of dollars)
Income before extraordinary item
and cumulative effect of account
ing change..................................
Extraordinary gain on debt restruc
turing of subsidiary, net of tax
effect of $5,892..........................
Cumulative effect of accounting
change (Note 16).......................
Net income/(loss)...........................

$27,515

—
—
$27,515

$18,296

—
—
$18,296

$ 56,604

6,917
(115,705)
$(52,184)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Thousands of dollars

General Business credits are accounted for by the flowthrough method.

16 (In Part): Income Taxes.
In 1988 CBI adopted Statement of Financial Accounting
Standards No. 96— Accounting for Income Taxes, retroactive
ly to 1986. This pronouncement establishes new rules for the
determination of the provision for income taxes, the measure
ment of deferred income tax liabilities and the accounting for
business com binations. The cum ulative effect of initially
adopting this standard, as of January 1 , 1986, is shown separ
ately on the consolidated statements of income as a charge of
$115,705. This non-cash, non-recurring, reduction of 1986
earnings is prim arily attributable to remeasuring the deferred
income tax liabilities related to the 1984 acquisition of Liquid
Carbonic, adjusting the deferred income tax balances applica
ble to subsidiaries that operate in highly inflationary countries
and reversing tax receivables applicable to foreign subsidiary
losses.

2 (In Part): Income Taxes (Dollars in M illions, Except Per
Share Amounts)
As discussed in Note 1, the Company adopted Statement
96 in 1988 and has elected to apply the provisions of State
ment 96 retroactively to January 1, 1983. Accordingly, the
beginning balance of retained earnings as of January 1 , 1986,
has been restated to reflect an increase of $15.4 million to
$453.8 million. In addition, the financial statements for the
years ended December 1987 and 1986 and the unaudited

The 1986 income before extraordinary item and cumulative
effect of accounting change was increased by $47,673 pri
marily as a result of the requirement to adjust deferred income
tax liabilites whenever statutory tax rates are changed. Ac
cordingly, future years’ income tax provisions will increase or
decrease in the same period in which a change in tax rates is
enacted. The net effects of restating for the adoption of this
new accounting standard were to decrease previously re
ported net income for 1986 by $68,032 ($3.14 per common

The Company elected to adopt the liability method of
accounting for income taxes pursuant to Financial Accounting
Standards Board Statement of Financial Accounting Stan
dards No. 96 (Statement 96), Accounting for Income Taxes
(issued December 1987) in 1988. Although Statement 96 is
effective for annual financial statements for fiscal years begin
ning after December 1 5 ,1989, earlier application is permitted.
The Company previously used the deferred method.
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share) and increase 1987 net income by $4,185 ($0.19 per
common share).

Costs Included In Inventories
NATIONAL INTERGROUP, INC.

CHEVRON CORPORATION (DEC)
S tatem en ts o f C o n s o lid a te d O p e ratio n s
C o n s o lid a te d S ta te m e n t o f In c o m e
For The Years Ended
1986
1987
1988
(Millions of Dollars)
Income Before Cumulative Effect of
Change in Accounting Principle ........
Cumulative Effect of Change in
Accounting Principle........................
Net Income (Loss)...............................

$1,768
—
$1,768

$1,250
—

$1,250

$1,871
(3,282)
$(1,411)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
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(Millions of Dollars)
Note 3. Adoption o f Statement o f Financial Accounting
Standards No. 96, “ Accounting for Income Taxes” — SFAS
96

Effective January 1 , 1988, the Company adopted SFAS 96,
issued by the Financial Accounting Standards Board. This
statement was adopted retroactive to January 1, 1986, and
the Company has restated its 1987 and 1986 consolidated
financial statements, related notes and supplemental informa
tion, as if the standard had been in effect during both years.
Additionally, in conjunction with the implementation of SFAS
96, the Company has reclassified certain income statement
and balance sheet accounts.
The effect of the restatement of the 1987 and 1986 financial
statements on net income and net income per share is as
follows:
As
Reported
Year 1987.
Year 1986.

$1,007
715

SFAS 96 Effect
Total Per Share
S 243
(2,126)

$0.71
(6.21)

As
Restated
$1,250
(1,411)

The SFAS 96 effect on 1986 net income included a $3,282
charge attributable to the cumulative effect of adopting the
new statement for years prior to 1986. This charge largely
reflects the required establishment of deferred taxes for the
differences between the book and tax values of the Gulf
assets acquired in 1984. As these assets are depreciated in
future years, a proportionate amount of this charge will be
restored to income in those years. The charge also reflected
additional deferred taxes for the effect of currency fluctuations
in non-U.S. operations.
Restated net income for 1987 and 1986 benefited from this
partial reversal of the additional deferred income taxes re
corded under the new accounting standards. Additionally,
restated income for 1986, before the cumulative effect of
change in accounting principle, benefited $756 from the de
crease in income tax rates enacted under the Tax Reform Act
of 1986.

Dec 31,

March 31,

1987
1985
1988
(Thousands of Dollars Except for Per Share Amounts)
Loss before extraordinary items
and cumulative effect of
change in accounting princi
ple ........................................
Extraordinary Item s..................
Cumulative Effect on Prior Years
(to March 3 1 , 1987) of
Change in Method of
Accounting for Certain Over
head Costs in Inventory........
Net Loss...................................
Per Share of Common Stock
Loss from continuing operations
before extraordinary items
and cumulative effect of
change in accounting princi
ple........................................
Discontinued operations............
Extraordinary items...................
Cumulative effect on prior years
(to March 31, 1987) of
change in method of
accounting for certain over
head costs in inventory........

$(24,642)
92

$(44,957)

$(15,230)

—

—

2,655
$(21,895)

$(44,957)

$(15,230)

$

$

$

(1.31)
(. 09)
.01

(2.28)
(.18)

(4.99)
3.55

—

—

12

Net Loss...................................

$

(1.27)

Pro Forma Amounts Assuming
Accounting Change is Applied
Retroactively
Loss before extraordinary items.

$(24,642)

$(45,653)

Loss per share of common
stock before extraordinary
item s....................................

$

$

Net loss....................................

$(24,550)

$(45,653)

$(14,260)

Net loss per share of common
stock....................................

$

$

$

(1.40)

(1.39)

$

(2.46)

(2.49)

(2.49)

$

(1.44)

(14,260)

$

(1.39)

(1.39)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
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Note B (In Part): Changes in Accounting Principles

Inventories: In the second quarter of fiscal year 1988, two
wholly owned subsidiaries of the Corporation, National Alumi
num Corporation (NAC) and Bull Moose Tube Company
(BMT), revised their method of accounting for certain manu
facturing overhead costs in order to match more accurately
the flow of production costs with related revenues. As a result
of this change, depreciation, fixed overhead costs and certain
general and adm inistrative costs which clearly relate to pro
duction are being capitalized in inventory and charged to cost
of sales as product costs. Previously, these costs were treated
as period expenses.
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The cumulative effect of the accounting change for prior
years (to March 31, 1987) resulted in a gain of $2,655,000
which is shown separately in the consolidated statement of
operations for the year ended March 3 1 , 1988. The consoli
dated statements of operations for the years ended March 31,
1988 and 1987 and December 31, 1985 also reflect the pro
form a results of operations of the Corporation as if the
accounting change had been retroactively applied. Applicable
income taxes pertaining to the cum ulative effect of the
accounting change are not significant. Exclusive of the
cumulative effect, the impact of the change on the loss before
extraordinary item s, net loss and the related per share
amounts of the Corporation for the year ended March 3 1 ,1988
was not material.

TRANSTECHNOLOGY CORPORATION (MAR)
Statements of C o n s o lid a te d

earnings at March 1 , 1985 were decreased by $2.5 million and
net income was increased by $197 thousand ($.02 per share)
in 1987 and decreased by $1.3 million ($.11 per share) in
1986. The Company believes that the FIFO method of inven
tory valuation is a better measure of the financial position of
the Company as it reflects more recent costs in the balance
sheet. The change to FIFO will conform all the Company’s
inventories to the same valuation method. The Company con
tinues to emphasize Japanese manufacturing techniques and
just-in-tim e methods and, as a result of this focus, the Com
pany expects inventory reductions and lower production costs
in certain manufacturing operations in future years. Under the
current economic environment of low inflation and an ex
pected reduction in inventory and lower production costs, the
Company believes that the FIFO method results in a better
matching of costs and revenues as compared to the UFO
method.

In c o m e
1987

1988
Income Before Cumula
tive Effect of a
Change in Account
ing Principle............
Cumulative Effect of a
Change in Account
ing Principle (Note

$10,988,000

2) ...............................

1,010,000

Net Income..................

$11,998,000

1986

UFO Adopted
THE PENN CENTRAL CORPORATION (DEC)

$10,636,000

$6,947,000

NOTES TO FINANCIAL STATEMENTS
(Dollars in M illions, Except Per Share Amounts)
1 (In Part): Summary o f Significant Accounting Policies

$10,636,000

$6,947,000

NOTES TO FINANCIAL STATEMENTS
2. Change In Accounting Principle

The Company changed its accounting principle effective
April 1, 1987, to include in inventory certain manufacturing
overhead which was previously charged directly to expense.
The change in accounting principle is preferable in that it
provides for a better matching of expenses with revenues. The
cumulative effect of the accounting change for periods prior to
April 1 , 1987, resulted in an increase in net earnings (net of
income taxes of $749,000) of $1,010,000 or $.19 per share.
The accounting change did not have a material effect on
operations for the year ended March 31, 1988, and on the
years ended March 3 1 , 1987, and 1986, had the change been
applied retroactively.

Inventories
Inventories are stated at the lower of cost or market value.
Due to the diversified nature of the Company’s operations,
several methods of determining cost are used, including spe
cific identification for real estate, last-in/first-out (“ LIFO” ) for
building wire and first-in/first-out (“ FIFO” ) for substantially all
of the Company’s other Inventories. See Note 6 for a discus
sion of the change in the method of valuing building wire
inventories effective January 1, 1988.
6. Inventories
Inventories are summarized as follows:
December 31,

1988

1987

Raw materials..........................................................
Work-in-progress.....................................................
Finished goods........................................................
Other.......................................................................

$ 48.2
87.6
102.3
12.9

$ 43.3
71.4
77.5
24.9

Total...................................................................

$251.0

$217.1

LIFO Discontinued
BLOUNT, INC. (FEB)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Inventories:
The C om pany adopted the low er of firs t-in , first-o u t
(“ FIFO") cost or market in valuing all its inventories effective
September 1, 1987. Previously, a significant amount of the
Company’s inventories had been valued by the lower of lastin, first-out (“ LIFO” ) cost or market method. The change re
sulted in an increase In net income of $3.7 million ($.31 per
share) for the year ended February 2 9 , 1988. The adopted of
this policy was applied retroactively and, as a result, retained

Effective January 1, 1988, the Com pany changed its
method of valuing a significant component of its building wire
inventories from the FIFO to the LIFO method. Management
believes the LIFO method will result in a better matching of
current costs with current revenues.
The effect of the change in 1988 was to decrease both
income from continuing operations and net income by $7.4, or
$.10 per share. The cum ulative effect of this accounting
change and the pro forma effect on prior years’ earnings have
not been included because such effects are not reasonably
determinable.
At December 31, 1988, $53.8 of inventories were valued
using the LIFO method. If the FIFO method had been used,
inventories at December 31, 1988 would have been $73.9.
The FIFO cost of these inventories approximated replacement
cost.

37

Accounting Changes

Contracts

NOTES TO FINANCIAL STATEMENTS
Change In Accounting For Long-Term Contracts

JOHNSON CONTROLS, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1. Change in Accounting M ethod
Effective October 1 , 1987, the company changed the con
trols segment’s method of accounting for long-term contracts
from the completed-contract method to the percentage-ofcompletion method. The company believes the percentageof-completion method more fairly presents the results of cur
rent period economic activity of the controls segment. Finan
cial statements of prior years have been restated to apply the
new method retroactively. The accounting change increased
(decreased) net income, primary earnings per share and fully
diluted earnings per share for each of the five years in the
period ended September 30, 1988 as follows:

(in millions, except per
share data)
Net income...................
Earnings per share
Primary.....................
Fully diluted..............

1988

1987

1986

1985

1984

$7.5

S(4.1)

$(9.8)

$(9.9)

$1.0

$.20
$.19

$(.11)
$(.10)

$(.26)
$(.24)

$(.31)
$(.31)

$.04
—

Shareholders’ equity at October 1, 1985 increased $43.6
million due to the cumulative effect of the accounting change
on prior years’ earnings.

SUNDSTRAND CORPORATION (DEC)
Consolidated Statement o f Earnings
1988

1987

1986

(Amounts in thousands except per share data)
Earnings (loss) before income taxes
and cumulative effect of account
ing change..................................
Less income taxes..........................
Earnings (loss) before cumulative
effect of accounting change........
Cumulative effect on prior years of
change in method of accounting
for long-term contracts, net of
tax of $16.5 m illion...................
Net earnings (lo ss).........................
Earnings (loss) per share:
Earnings (loss) before cumulative
effect of accounting change ...
Cumulative effect of change in
accounting for long-term con
tracts ......................................
Net earnings (loss).....................
Pro forma amounts assuming new
method of accounting for losses
on contracts is applied retroac
tively:
Net earnings...............................
Earnings per common share......

(80,208)
(30,100)

55,980
21,345

66,415
21,015

$(50,108)

$34,635

$45,400

Following a thorough review by the Company of its long
term contract accounting policies and practices, the Company
adopted, effective January 1, 1988, a preferable policy of
accounting for long-term contracts. In the ordinary course of
its business, the Company enters into contracts to research,
develop or produce various products. These contracts often
provide the Company with exclusive data rights. Although
losses may be anticipated in connection with individual con
tracts, profits usually are expected in connection with future
contracts for the same or sim ilar products. Prior to the change
in accounting policy, the Company analyzed anticipated loss
es by combining contracts within a program or product-type
under certain circumstances. The primary effect of the change
in accounting policy is that the Company has taken a more
restrictive approach to combining anticipated contract losses
with other anticipated contract profits in determining the ne
cessity of providing for anticipated net losses.
The policy being adopted, which is set forth in Statement of
Position 81-1, “ Accounting for Performance of ConstructionType and Certain Production-Type Contracts" (SOP 81-1),
issued by the American Institute of Certified Public Accoun
tants, is not currently required, although it is anticipated that
the AlCPA’s proposed revision of its “ Industry Audit and
Accounting Guide for Audits of Government Contractors’’ will
become effective in 1989 and w ill effectively require the ap
plication of SOP 81-1 to the Company’s government con
tracts. The Company has applied SOP 81-1 to its commercial
contracts as well as to its government contracts. The Com
pany believes that adoption of SOP 81-1 in 1988 for all con
tracts will result in more conservative and consistent financial
reporting.
As a result of this change, net earnings in 1988, before the
cumulative effect on prior years, were decreased by approx
imately $39.8 million ($2.15 per share). The cumulative effect
of this change, after reduction for income taxes of $16.5
million, for the periods prior to January 1, 1988, was to de
crease net earnings by $26.5 million ($1.44 per share) and is
shown separately in the statement of earnings. The pro forma
amounts reflect the retroactive application of the accounting
change for long-term contracts and related income taxes.

Oil and Gas Operations
PENNZOIL COMPANY (DEC)

(26,535)
$(76,643)

$34,635

$45,400

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

$

$

$

Oil and Gas Producing Activities and Depreciation, Depletion,
and Amortization

1 (In Part): Summary o f Significant Accounting Policies
(2.71)

1.85

2.42

(1.44)
$

(4.15)

—

$

1.85

$19,974
$ 1.07

$

2.42

$42,927
$ 2.29

Effective June 30, 1988 Pennzoil changed its method of
accounting for oil and gas operations from the full cost method
to the successful efforts method. In September 1988, Pennzoil
filed an amendment to its 1987 Annual Report on Form 10-K
which reflected the restatement of the financial statements
pursuant to this accounting change. Pennzoil’s management
concluded that the successful efforts method more approp
riately reflects the mature nature of Pennzoil’s oil and gas
operations and enables investors and others to better com

38

Section 1: G eneral

pare Pennzoil to sim ilar oil and gas companies, the m ajority of
which follow the successful efforts method.

Insurance Investment Contracts

Under the successful efforts method, lease acquisition
costs are capitalized. Significant unproved properties are re
viewed periodically on a property-by-property basis to deter
mine if there has been impairment of the carrying value, with
any such impairment charged to exploration expense current
ly. All other unproved properties are generally aggregated and
a portion of such costs estimated to be nonproductive, based
on historical experience, is amortized on an average holding
period basis.

SERVICE CORPORATION INTERNATIONAL (DEC)

Exploratory drilling costs are capitalized pending deter
mination of proved reserves. If proved reserves are not dis
covered, the exploratory drilling costs are expensed. Other
exploration costs are also expensed. All development costs
are capitalized. Provision for depreciation, depletion and
amortization is determined on a field-by-field basis using the
unit-of-production method. The carrying amounts of proven
properties are reviewed periodically and an impairment re
serve is provided as conditions warrant.
The change in Pennzoil’s accounting method increased
1988 net income by $44,354,000 or $1.14 per share, and 1987
net income by $2,136,000, or $.05 per share. The change
decreased 1986 net income by $44,469,000, or $1.07 per
share. As of December 31, 1987, retained earnings were
reduced by $301,584,000 as a result of the accounting
change.
Sulphur properties are generally depreciated and depleted
on the unit-of-production method, except assets having an
estimated life less than the estimated life of the mineral de
posits, which are depreciated on the straight-line method.
All other properties are depreciated on straight-line or
accelerated methods in amounts calculated to allocate the
cost of properties over their estimated useful lives.

Loan Originating Fees
TEXTRON INC. (DEC)
NEW ACCOUNTING REQUIREMENTS
FAS 91— Accounting for Nonrefundable Fees and Costs
Associated with Originating or Acquiring Loans and Initial
D irect Costs o f Leases

Audit and Accounting G uide-Audits of Finance Companies
In 1988, Textron’s finance subsidiaries adopted on a
prospective basis (a) Statement of Financial Accounting Stan
dards No. 91, “ Accounting for Nonrefundable Fees and Costs
Associated with Originating or Acquiring Loans and Initial
Direct Costs of Leases,” which changed the accounting for
certain direct loan origination costs and fees, and (b) the
revised Audit and Accounting Guide for Audits of Finance
Companies, which, among other things, requires the use of
the interest method for recognizing interest income and the
classification of finance-related insurance with the finance
business for business segment reporting purposes. The effect
of these changes in accounting principles on the results of
Textron’s operations for the year ended December 3 1 , 1988
was to increase net income by approximately $4.5 m illion
($.05 per share).

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2. Adoption o f New Accounting Standards

During the eight months ended December 31, 1988, SCI
adopted Statement of Financial Accounting Standards No.
94— c onsolidation of Ail Majority-Owned Subsidiaries (SFAS
94), No. 95— Statement of Cash Flows (SFAS 95), No. 96—
Accounting fo r Income Taxes (SFAS 96) and No. 97—
Accounting and Reporting by Insurance Enterprises for Cer
tain Long Duration Contracts and for Realized Gains and
Losses from the Sale of Investments (SFAS 97).
Adoption of SFAS 94 resulted in the consolidation of the life
insurance subsidiaries and the amounts in trust funds estab
lished to provide for prearranged funerals and certain ceme
tery related obligations. Previously, SCI’s investment in the life
insurance subsidiaries was accounted for using the equity
method and the trusted amounts were not consolidated.
Summarized financial information for the life insurance opera
tions and the various trust funds is included in Notes 4 ,5 and 6.
SCI presents a consolidated statement of cash flows for the
eight months ended December 31, 1988 as permitted by
SFAS 95. SCI continues to present a consolidated statement
of changes in financial position for the three years ended April
3 0 ,1988, restated to reflect changes resulting from retroactive
adoption of the other new accounting standards.
Adoption of SFAS 96, effective May 1 , 1988, changes SCI’s
method of accounting for income taxes from the deferred
method to an asset and liability approach. The asset and
liability approach requires that deferred income taxes be de
termined using the tax rates currently legislated to be in effect
when the related temporary differences are expected to be
recognized and the establishm ent of deferred income taxes
arising from differences in financial statement and tax bases of
assets and liabilities resulting from acquisitions. Such differ
ences in bases approxim ated $81,900,000 resulting in
$30,474,000 in additional deferred taxes at May 1, 1988.
P re vio u sly p ro vid e d d e fe rre d ta xe s w ere reduced
$14,000,000 reflecting the reduction in tax rates to the current
ly legislated rates. This net adjustment of $16,474,000 is the
cumulative effect on prior periods of changing the method of
accounting for income taxes.
As a result of adopting SFAS 97, SCI retroactively changed
its method of accounting for insurance investment contracts
(annuities) and limited payment insurance contracts. Pre
miums collected on investment contracts are being accounted
for as liabilities in a manner consistent with accounting for
interest bearing deposits. For limited payment insurance con
tracts, the excess of premiums over the related policy benefits
and expenses are recognized in income over the estimated
lives of the policies. Previously, premiums on investment and
limited payment contracts were recognized as revenue when
due from policyholders. In addition, direct marketing costs are
deferred and amortized over the average lives of the insur
ance policies rather than the previous method which was over
the average premium paying period of the contracts (Notes 4
and 5).
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The impact of these new standards for the eight months
ended December 3 1 , 1988 and upon previously issued finan
cial statements is as follows:
Eight months ended
December 31,

Years ended April 30,

1988
Net income as originally reported.....................................................................................................
Effect of change inaccountingfor insurance.........................................................................
Effect of change in accounting for income taxes...................................................................

$
(2,776)
—

Income before cumulative effect of a change in accounting principles.................................
Cumulative effect on prior years (to April 3 0 , 1988) of change in accounting for income
taxes.................................................................................................................................

(16,474)

Net income (loss) asrestated.............................................................................................

$(11,938)

Per share amounts:
Net income as originally reported.....................................................................................
Effect of change in accounting for insurance contracts.....................................................
Effect of change in accounting for income taxes...............................................................
Income before cumulative effect of a change in accounting principles..............................
Cumulative effect on prior years (to April 3 0 , 1988) of change in accounting for income
taxes.............................................................................................................................

1988

4,536

$

.15(a)
(.06)
—

59,933

$

1986

1.35
(.08)
—

_

1.27

_
$39,736

$

$

1.21
(.11)
—
1.10

_
(.25)$

39,736

$47,189

1.27

(.34)
$

47,189

_
$59,933

.09

Net income (loss) as restated..................................................................................................

1987

(Thousands)
7,312(a)$63,502$51,604$40,952
(3,569)
(4,415)
(1,216)
—
—
—

1.04

_
$

1.10

1.08
(.04)
—

_
$

1.04

(a) Prior to the effect of the change in accounting principles.

For the quarters ended July 3 1 ,1988 and October 3 1 , 1988,
previously reported net income and earnings per share were
reduced $17,515,000 and $.37, and $1,041,000 and $.02,
respectively, due to implementing the new standards.

Depreciation Method
DATA-DESIGN LABORATORIES, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Property, Equipment and Improvements: Depreciation and
amortization are computed on the straight-line and declining
balance methods. The principle estimated useful lives are:
buildings— 20 to 30 years; improvements— 2 to 15 years;
plant, office and other equipment— 3 to 10 years. Upon the
retirement of assets, costs and the related accumulated de
preciation are eliminated from the accounts and any gain or
loss is included in income. Plant and equipment acquired by
the Company’s foreign subsidiary are recorded net of capital
grants received from the Industrial Development Board for
Northern Ireland (see Note 9).
Effective July 1 , 1987, the Company adopted the straightline method of depreciation for all equipment placed in service
on or after that date. Equipment placed in service prior to fiscal
1988 is depreciated using principally the double-declining
balance method. The Company changed its method based on
a study by management which indicated that the productivity
of new equipment is not expected to appreciably diminish and
that the equipment will not be subject to significant additional
maintenance in the later years of the assigned useful life. The
effect of this change on the year ended June 3 0 , 1988 was to
decrease depreciation expense by $489,000 and increase net
income by $303,000, or $.05 per share.

REPORTING ENTITY
AMERICAN BRANDS, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Accounting Changes

In 1988, the Company adopted FAS Statement No. 94,
“ Consolidation of All Majority-owned Subsidiaries.’’ In accor
dance with this statement, the financial results of The Franklin
Life Insurance Company, a wholly-owned subsidiary of the
Company, previously accounted for by the equity method,
have been included in the consolidated financial statements
and accompanying notes. Adoption o f this accounting change
increased total assets and liabilities, and total revenues and
expenses, but had no effect on net income or Common stock
holders’ equity.
In 1988, the Company adopted FAS Statement No. 97,
“Accounting and Reporting by insurance Enterprises for Cer
tain Long-Duration Contracts and for Realized Gains and
Losses from the Sale of Investments.’’ This Statement re
quires that the retrospective deposit method be used to
account for universal life-type contracts. This method estab
lishes a liability for policy benefits at an amount determined by
the account or contract balance that accrues to the benefit of
the policyholder. Premium receipts are not reported as reve
nues under this method. This Statement also requires that
long-duration contracts issued by insurance enterprises that
do not subject the enterprise to risks arising from policyholder
m ortality or morbidity be accounted for in a manner consistent
with the accounting for interest-bearing or other financial in
struments. Payments received on those contracts are not
reported as revenue. The effect on previously reported net
income was not material.
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The financial statements have been restated to reflect the
adoption of these Statements.

account by account, to those of the statements of GM and its
manufacturing, marketing, defense, electronics and computer
service subsidiaries.

CLEVELAND-CLIFFS INC. (DEC)

As a result, it is no longer meaningful to prepare a Consoli
dated. Balance Sheet in which current and noncurrent assets
and liabilities are displayed. Instead, the unclassified format
utilized by banking and finance companies has been adopted.
Furthermore, the Statement of Consolidated Income no long
er reflects Operating Income amounts.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Accounting Policies (In Part)

Basis of Consolidation: The consolidated financial state
ments include the accounts of the Company and its majorityowned subsidiaries, and references to the "Company” include
the Company and consolidated subsidiaries (see Note A).
“ Investments in Associated Companies” are comprised of
partnerships, unconsolidated companies in which the Com
pany has less than m ajority ownership, and entities in which
the Company has m ajority ownership but which the Company
does not control. Such investments are accounted for by the
equity method (see Note B). The Company's equity in earn
ings of mining partnerships related to purchases of iron ore
production is credited to cost of goods sold upon sale of the
ore.
Effective January 1, 1988, the Company adopted State
ment of Financial Accounting Standards No. 94, “ Consolida
tion of All M ajority-owned Subsidiaries.” Accordingly, the
Company has retroactively consolidated its railroad trans
portation subsidiary. This restatement had no effect on net
income or shareholders’ equity and did not materially impact
other components of the Company’s consolidated financial
statements.

GENERAL MOTORS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies

Principles of Consolidation
The consolidated financial statements include the accounts
of the Corporation and domestic and foreign subsidiaries
which are more than 50% owned. General Motors’ share of
earnings or losses of associates in which at least 20% of the
voting securities is owned is included in consolidated income
under the equity method of accounting (see Note 2).
In the fourth quarter of 1988, the Corporation adopted State
ment of Financial Accounting Standards (SFAS) No. 94, Con
solidation of All Majority-owned Subsidiaries, as required by
the Financial Accounting Standards Board (FASB). While the
adoption of SFAS No. 94 had no effect on consolidated net
income or stockholders’ equity, it did signficantly alter the
form at of the basic financial statements. Under prior account
ing policies, the net investment in nonmanufacturing type
companies (e.g., General Motors Acceptance Corporation—
GMAC) was reflected as a single line item (“ equity in net
assets of nonconsolidated subsidiaries and associates” ) on
the Consolidated Balance Sheet and the net income of these
operations was reflected as a single line item (“equity in
earnings of nonconsolidated subsidiaries and associates” ) on
the Statement of Consolidated Income.
However, as required by SFAS No. 94, the accounts of
GMAC, GM’s wholly-owned finance subsidiary and its sub
sidiaries, including Motors Insurance Corporation (MIC) as
well as other more than 50% owned domestic and foreign
finance and insurance subsidiaries, have been added,

KERR-McGEE CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
1

(In Part): Significant Accounting Policies

Principles of Consolidation
Effective January 1, 1988, the company changed its con
solidation policy to conform to the Statement of Financial
Accounting Standards No. 94, “ Consolidation of All Majorityowned Subisidiaries.” Previously, Kerr-McGee Credit Cor
poration, a financing and leasing subsidiary, and Marine
Resources Insurance, Limited (Bermuda), an insurance sub
sidiary, were accounted for by the equity method of account
ing. See Note 8 for additional information regarding these
subsidiaries.
The consolidated financial statements include the accounts
of all subsidiary companies that are more than 50-percent
owned and the proportionate share of joint ventures in which
Kerr-McGee has an undivided interest. Investments in affili
ated companies that are 20-percent to 50-percent owned are
carried in the “ Investments and Other Assets” caption of the
Consolidated Balance Sheet at cost adjusted for equity in
undistributed earnings. Except for dividends, changes in equi
ty in undistributed earnings are included in the Consolidated
Statement of Income. All material intercompany transactions
have been eliminated.
8. M ajority-owned Financing and Insurance Subsidiaries
The following condensed financial information for the major
ity-owned financing and insurance subsidiaries is consoli
dated in conform ity with the accounting change described in
Note 1. Financial statements and disclosures for the prior
years have been restated to reflect the change. The major
effects of the change on the consolidated financial statements
were to increase accounts receivable, decrease investments
and other assets, decrease current liabilities, and increase
long-term debt. There was no effect on net income.
(in millions of dollars)

1988

1987

Financial position—
Current assets.........................................
Current liabilitie s ......................................

$209
(54)

$257
(65)

Working capital........................................
Other assets.............................................
Other liabilities and deferred credits.........

155
12
(78)

192
12
(112)

$ 89

$ 92

1988

1987

1986

$11
4

$24
9

$26
8

Stockholders' equity............................
Results of operations—
Interest income........................................
Net income..............................................
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LOCKHEED CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Basis of Consolidation
T he consolidated financial statem ents for the years ended
D ecem ber 2 5 , 1988, D ecem ber 2 7 , 1987, and Decem ber 28,
1986 include th e accounts of all w holly owned subsidiaries. In
1988, th e com pany adopted S tatem ent of Financial Account
ing Standards No. 9 4 (S F A S 9 4 ), “Consolidation of All M ajor
ity-O w ned S ubsidiaries,” for financial reporting purposes and
included Lockheed Finance Corporation on a consolidated
basis. D ata for 1987 and 1986 have been restated to reflect
the adoption of S F A S 94 . T h e adoption of S FA S 9 4 had an
im m aterial effect on the consolidated balance sheet and no
effect on th e consolidated statem ent of earnings.
Also in 1988, Lockheed adopted S tatem ent of Financial
Accounting Standards N o. 95 , “Statem ent of Cash Flow s.”
D ata for 1987 and 19 86 have been restated to reflect the
adoption of this standard.
W here appropriate, am ounts have been adjusted to reflect
the discontinued operations of D IA LO G Inform ation Services,
Inc. and Lockheed Shipbuilding Com pany. S ee N ote 3 for a
further discussion of discontinued operations.
C ertain other reclassifications have been m ade to the 1987
and 1986 d ata to conform to the 1988 presentation.

OGDEN CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
R estatem ent a n d Reclassifications: T h e accom panying
financial statem ents have been restated in 1988 in accord
ance w ith Financial Accounting Standards S tatem ent 94,
“Consolidation of All M ajority-O w ned Subsidiaries,” to reflect
th e consolidation o f O gd en ’s leasing and financing sub
sidiaries and a captive insurance com pany previously in
cluded on the equity m ethod of accounting, as w ell as the
previously o ff-balance sheet financing assets, liabilities, and
related revenues and costs of th e resource-recovery facilities
of O gden Projects, Inc. T h e effect on prior years’ reported net
incom e of including the previously off-balance sheet financing
transactions of resource-recovery facilities in the Consoli
dated Financial Statem ents (expressed in thousands of dol
lars) is as follows:
1987

1986

Net income as previously reported......................
Increase in income..............................................
Increase in costs and expenses..........................
Decrease in income taxes...................................

$54,026
41,694
48,105
187

$119,562
15,838
22,193
2,822

Net income as restated.......................................

$47,802

$116,029

T he net effect of such restatem ent reduced earnings per
share by $ .1 6 in 1987 and $ .1 0 in 1986 and increased earn 
ings in years prior to 1986 by $ 3 9 1 ,0 0 0 , com prised of a de
crease of $ 2 3 ,4 9 4 ,0 0 0 in incom e and a decrease in costs,
expenses, and incom e taxes o f $ 2 3 ,8 8 5 ,0 0 0 .

In accordance with Financial Accounting Standards S tate
m ent 95, “S tatem ent of C ash Flow s,” a presentation of cash
flows, rather than changes in financial position, is shown for
each of the three years in the period ended D ecem ber 31,
1988.
Prior-year am ounts in the accom panying financial state
m ents have been reclassified to conform with the 1988 pre
sentation.

CONSOLIDATION POLICIES
A ccounting R esearch Bulletin No. 51 (S ection C51 of
FASB Accounting S tan d ard s-C u rren t Text) states in part:
1. T he purpose of consolidated statem ents is to present,
prim arily for the benefit of th e shareholders and creditors
of the parent com pany, th e results of operations and the
financial position of a parent com pany and its subsidiaries
essentially as if th e group w ere a single com pany with one
or m ore branches or divisions. T h ere is a presum ption
that consolidated statem ents are m ore m eaningful than
separate statem ents and that they are usually necessary
for a fair presentation w hen one of the com panies in the
group directly or indirectly has a controlling financial in
terest in the other com panies.
5. C onsolidated statem ents should disclose the con
solidation policy which is being follow ed. In most cases
this can be m ade apparent by the headings or other
inform ation in the statem ents, but in other cases a foot
note is required.
Effective for financial statem ents for fiscal years ending
after D ecem ber 1 5 , 1988, Statem ent o f Financial Accounting
Standards No. 94 am ends A R B No. 51 by requiring the con
solidation o f subsidiaries having nonhom ogeneous opera
tions. T ab le 1-9 shows th at the num ber of survey com panies
not consolidating subsidiaries having nonhomogeneous op-

TABLE 1-9: CONSOLIDATION POLICIES
1988

1987

1986

1985

22
11
1
2
6

88

104
54
7
29

107
58
16
7
32

5

6

10

12

545

456

434

423

45

136

159

172

Nature of Subsidiaries Not
Consolidated
Finance-related
Credit ..............................
Insurance ........................
Leasing ...........................
Banks ..............................
Real Estate...........................
Foreign.................................

45
18
4
23

21

Number of Companies
Consolidating all significant
subsidiaries......................
Consolidating certain signifi
cant subsidiaries..............
Not presenting consolidated
financial statements.........

Total Companies...........

10

8

7

5

600

600

600

600
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erations decreased sharply either as a result of being subject
to the requirements of SFAS No. 94 or having elected to
conform early to the requirements of SFAS No. 94. During
1987,14 survey companies adopted SFAS No. 94. These 14
companies disclosed the change in a note to their financial
statements but there was no visible impact on the balance
sheets or other financial statements. During 1988, 88 survey
companies, some of which owned subsidiaries having sub
stantial nonhomogeneous operations, adopted SFAS No. 94.
For such companies the effect of adopting SFAS No. 94 was
so great that the form at and content of their balance sheets
and other financial statements changed. Of the 88 survey
companies adopting SFAS No. 94, 50 presented a classified
balance sheet showing no visible change, 11 presented a
classifie d balance sheet show ing accounts fo r nonho
mogeneous operations, 13 presented an unclassified balance
sheet, 10 presented a classified balance sheet as to industrial
operations but showing assets and lia b ilitie s of nonho
mogeneous operations separately, and 4 presented a consoli
dating balance sheet.
Examples of consolidation practice disclosures follow.

Classified Balance Sheet
AMERICAN TELEPHONE AND TELEGRAPH
COMPANY (DEC)

(i) Investments

Investment in W holly Owned Finance Subsidiary
The following are the condensed financial statements of the
Company’s wholly owned finance subsidiary, AT&T Credit,
that are now being consolidated as a result of the accounting
change described in Note (B).
Condensed Financial Statements
AT&T Credit
Revenue, principally fi
nance income..........
interest and other ex
penses .....................
Net income..................
At December 31

1988

1987

1986

S 228

$ 175

$125

190
30

147
19

96
14

1988

1987

Net investment in fi
nance assets............
Other assets.................

$1,832
309

$1,462
183

Total assets.................

$2,141

$1,645

Debt maturing within
one year..................
Other liabilities.............
Long-term debt*..........
Shareowner's equity....

$ 511
442
957
231

$ 332
334
799
180

Total liabilities and
shareowner’s equity.

$2,141

$1,645

*lncludes $125 due AT&T.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Dollars in m illions (except per share amounts)
A (In Part): Summary o f Significant Accounting Policies

Consolidation
The financial statements include the accounts of AT&T and
all its significant majority-owned subsidiaries. Other invest
ments in 20 to 50 percent-owned companies and joint ven
tures are accounted for under the equity method. The remain
ing investments are recorded at cost.
(B) Reporting and Accounting Changes

Effective December 3 1 , 1988, AT&T changed its consolida
tion accounting policy to adopt Statem ent of Financial
Accounting Standards (FAS) No. 94, “ Consolidation of All
Majority-owned Subsidiaries.” As a result of this change, the
accounts of AT&T Credit Corporation (AT&T Credit) are now
included in AT&T’s consolidated financial statements. All prior
year data included in this report have been restated to reflect
this change.
The Company also adopted FAS No. 95, “ Statement of
Cash Flows,” as of December 3 1 , 1988. Information previous
ly reported in the Consolidated Statement of Funds Flows for
1987 and 1986 has been restated to conform to the new cash
flow presentation.
In 1986, a change from the group to the unit method of
depreciation for factory machinery and laboratory equipment
was implemented to provide improved assignment of costs to
products and better identification of service lives. The cumula
tive prior years’ pretax income effect (to December 3 1 , 1985)
of this change was $332 ($175 net of taxes or $.16 per share).

AT&T Credit, which prior to the adoption of FAS No. 94 was
accounted for under the equity method, is principally engaged
in offering financing arising prim arily from product sales by
AT&T to customers. During 1 98 8,1987 and 1986, AT&T sold
to AT&T Credit $134, $201 and $380, respectively, of salestype lease receivables— net of unearned interest income.
Other Investments
AT&T’s investments at equity were $670 and $702 at De
cember 31, 1988 and 1987, respectively. AT&T’s cumulative
equity investment in undistributed earnings of investees was
$94 at December 31, 1988. Dividends received from equity
investment entities were $27 in 1988 and $26 in 1987.
Ing. C. O livetti & C., S.p.A. (Olivetti)— 21% of voting shares
owned. The market value of AT&T’s investment in Olivetti, as
measured by the closing price on the Milan, Italy stock ex
change at December 3 1 , 1988 and 1987, was $689 and $644,
respectively.
Joint Venture with Lucky Gold Star Group— 44% of voting
shares owned.
AT&T Network Systems International (AT&T NSI, form erly
APT)— In January 1988, AT&T acquired a m ajority interest in
AT&T NSI, its joint venture with N.V. Philips, by increasing its
ownership interest to 60%. As a result of this transaction AT&T
NSI is fully consolidated in the 1988 financial statements. (See
also Note (M).)
Sun Microsystems, Inc.— 9.7% of voting shares owned.
This investment is accounted for under the cost method and
amounted to $150 at December 31, 1988.
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PITNEY BOWES INC.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

C o n s o lid a te d B a la n c e S h e et

(Dollars in thousands, except per share data or as otherwise
indicated)

(Dollars in thousands)
December 31

1987

1988

Assets
Current assets:
Cash and cash equivalents...................
Short-term investments, at cost which
approximates m arket.......................
Accounts receivable, less allowances:
1988, $10,517; 1987, $10,730........
Finance receivables, less allowances:
1988, $21,316; 1987, $24,124........
Inventories............................................
Other current assets and prepayments..

$

45,142

$

82,324

569

15,190

370,490

365,740

690,813
372,574
39,707

553,828
381,175
33,934

Total current assets..........................

1,519,295

1,432,191

Property, plant and equipment, net..........
Rental equipment and related inventories,
ne t........................................................
Property leased under capital leases, net..
Long-term finance receivables, less allo
wances:
1988, $56,139; 1987, $53,264............
Goodwill, net of amortization: 1988,
$19,843; 1987, $19,556......................
Other assets.............................................

465,133

441,593

526,937
25,708

426,655
28,693

2,063,818

1,597,639

72,391
115,080

58,825
32,715

$4,788,362

$4,018,311

$ 446,404
36,665

$ 401,267
48,554

1,106,347
263,654

899,903
228,854

Total assets...............................................

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable and accrued liabilities
Income taxes payable...........................
Notes payable and current portion of
long-term obligations......................
Advance billings...................................
Total current liabilities......................

1,853,070

1,578,578

Deferred taxes on income.........................
Long-term debt.........................................
Capital lease obligations...........................

564,321
1,059,157
42,637

496,542
850,656
47,219

Total liabilities..................................

3,519,185

2,972,995

284

316

6,607

9,244

Stockholders’ equity:
Cumulative preferred stock, $50 par
value, 4% convertible......................
Cumulative preference stock, no par
value, $2.12 convertible..................
Common stock, $2 par value
(80,481,870 shares issued).............
Capital in excess of par value..............
Retained earnings................................
Cumulative translation adjustments.......
Treasury stock, at cost.........................

160,964
142,896
1,017,896
15,644
(75,114)

158,869
116,416
846,593
11,745
(97,867)

Total stockholders’ equity.................

1,269,177

1,045,316

Total liabilities and stockholders’ equity....

$4,788,362

$4,018,311

1 (In Part): Summary o f Significant Accounting Policies
Consolidation. During 1988, Pitney Bowes, Inc. (“the com
pany” ) adopted Statement of Financial Accounting Standards
No. 94, “ Consolidation of Ail Majority-Owned Subsidiaries,”
and restated reported financial results to consolidate activities
of the company’s previously unconsolidated finance sub
sidiaries. Information pertaining to consolidated finance op
erations is disclosed in Note 14.

The consolidated financial statements include the accounts
of the company and all of its subsidiaries. All significant inter
company transactions have been eliminated.
2. Subsidiaries Outside the U.S.
Assets and liabilities of subsidiaries operating outside the
U.S. have been translated at rates in effect at the close of the
period, and revenues and expenses were translated at aver
age rates during the period. Net deferred translation gains and
losses are accumulated in stockholders’ equity.
Foreign currency transactions and translation adjustments
affecting income from continuing operations include gains of
$585 and $123 in 1988 and 1986, respectively, and a loss of
$96 in 1987.
A summary of the financial position of subsidiaries operat
ing outside the U.S. is as follows:
December 31
Cash, accounts receivable and other current
assets.................................................... .
Finance receivables......................................
Inventories.................................................
Net fixed assets...........................................
Other assets...............................................
Total assets................................................
Current liabilities..........................................
Deferred taxes on income.............................
Long-term debt...........................................
Capital lease obligations...............................
Total liabilities.............................................
Net assets outside the U.S............................ ,

1988

1987

$131,840
604,398
112,348
97,334
21,963
967,883
353,632
98,785
229,022
10,023
691,462
$276,421

$156,281
401,509
91,060
82,538
10,616
742,004
216,260
87,537
153,431
12,039
469,267
$272,737

14. Finance Operations
The company has several consolidated finance operations
which are engaged in lease financing of the company’s prod
ucts as well as other commercial and industrial products in the
U.S., Canada, the U.K. and Germany. Condensed financial
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data for the consolidated finance operations follows:
Condensed balance sheet at
December 31

1987

1988

Cash and cash equivalents.......
Finance receivables, net..........
Other current assets and pre
payments ............................

$

3,320
690,813

million in 1988,1987 and 1986, respectively. The components
of net finance receivables were as follows:

$

3,126
553,828

17,672

18,376

Total current assets.............
Long-term finance receivables,
net.......................................
Other assets.............................

711,805

575,330

2,063,818
82,898

1,597,639
23,389

Total assets.............................

$2,858,521

$2,196,358

$ 206,494

$ 162,406

Accounts payable and accrued
liabilities..............................
Notes payable and current por
tion of long-term obligations

1,039,864

725,568

Total current liabilities.........
Deferred taxes on income........
Long-term debt.......................

1,246,358
265,589
944,057

887,974
214,912
761,741

Total liabilities.....................

2,456,004

1,864,627

Equity......................................

402,517

331,731

Total liabilities and equity........

$2,858,521

$2,196,358

Condensed summary of opera
tions,
years ended December 31

1988

1987

1986

Revenue...................................

$365,896

$295,903

$262,518

Operating expenses.................
Interest, net............................

96,469
143,937

78,349
111,415

80,871
88,376

Total expenses.....................

240,406

189,764

169,247

Income before income taxes....
Provision for income taxes.....

125,490
38,722

106,139
34,134

93,271
31,928

Net income..............................

$ 86,768

$ 72,005

$ 61,343

The above statements reflect the prospective implementa
tion, effective January 1 , 1987, of the requirements of State
ment of Financial Accounting Standards No. 91, “Accounting
for Nonrefundable Fees and Costs Associated with Originat
ing or Acquiring Loans and Initial Direct Costs of Leases." This
implementation had no effect on the finance operations’ net
income for 1987.
Finance receivables are generally due in monthly, quarterly
or semi-annual installm ents over periods ranging from three to
seven years. In addition, gross finance receivables for the
company’s external financing programs include commercial
and private jet aircraft transactions with lease terms ranging
from five to 24 years. Maturities of gross finance receivables
and notes payable for the finance operations are as follows:
Years ending
December 31

Gross finance
receivables

Notes payable and
subordinated debt

1989 .......................
1990 .......................
1991 .......................
1992 .......................
1993 .......................
Thereafter..................

$ 953,935
780,316
551,921
337,397
175,597
840,051

$1,039,864
105,632
198,825
189,131
13,020
437,449

Total..........................

$3,639,217

$1,983,921

Finance operations’ net purchases of Pitney Bowes’ equip
ment amounted to $402.5 million, $354.0 million, and $298.8

1988

1987

Gross finance receivables..........................
Residual valuation....................................
Initial direct cost deferred.........................
Allowance for credit losses.......................
Unearned income......................................

December 31

$3,639,217
291,390
19,874
(77,455)
(1,118,395)

$2,792,781
210,545
12,154
(77,388)
(786,625)

Net finance receivables..............................

$2,754,631

$2,151,467

In 1988 and 1987, the company entered into certain real
estate and aircraft leveraged lease transactions. The net in
vestment in leveraged leases at December3 1 ,1988 and 1987
was not significant.

HONEYWELL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS

(Dollars in Millions)
1 (In Part): Accounting Policies

Consolidation— The consolidated financial statements and
accompanying data include Honeywell Inc. and subsidiaries
(see note 12). All material transactions between the consoli
dated companies are eliminated.
12. Consolidation o f Finance and Real Estate Subsidiaries
In 1988 Honeywell adopted Financial Accounting Standard
No. 94, “ Consolidation of All Majority-owned Subsidiaries,’’
and accordingly the consolidated financial statements include
finance and real estate subsidiaries, which had previously
been accounted for using the equity method. Prior-year finan
cial statements have been restated to conform to this change.

Summarized financial information of these subsidiaries not
previously consolidated is as follows:
1988

1987

1986

Condensed Income Statement
Revenues and other incom e..................
Costs and expenses...............................
Income taxes..........................................

$ 51.2
19.7
1.7

$ 25.1
23.0

1.0

$ 29.7
24.6
2.4

Net income............................................

$ 29.8

$

1.1

$

2.7

$

5.0

Dividends...............................................
Condensed Statement of Financial Posi
tion
Receivables............................................
Receivables from Honeywell..................
Property.................................................
Other......................................................
Payables and accruals...........................
Short-term debt......................................
Long-term debt......................................
Payables to Honeywell...........................
Stockholder’s equity...............................

$186.5
25.1
48.3

2.2

$183.8
19.3
75.3
1.7

$262.1

$280.1

$281.3

$

$

$

9.7
.5
60.5
41.4
150.0

$262.1

6.4
27.8
84.3
41.1
120.5

$280.1

$182.7
21.5
75.8
1.3
6.2
26.9

86.6
41.6

120.0
$281.3

Receivables include customer obligations purchased from
Honeywell by Honeywell Finance Inc. Collection of these re
ceivables is performed by Honeywell and the cost of this
service is paid by Honeywell Finance Inc.
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R evenues and other incom e consist prim arily of financing
fees paid by Honeyw ell to the finance subsidiaries and rental
incom e from buildings owned by the real estate subsidiaries.
The financing fees are based upon the finance subsidiaries’
expenses and interest incom e. In th e United S tates, fees are
paid to Honeyw ell Finance Inc. under a form ula providing
fixed-charges coverage of 150 percent. In 1988 revenues
include $ 2 9 .8 of gains on sales of real estate.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Dollars in m illions, except per share am ounts
A (In Part): Sum m ary o f Significant Accounting Policies
Principles of Consolidation
T h e C o n s o lid a te d F in a n c ia l S ta te m e n ts in clu d e th e
accounts of the Com pany and all m ajority-ow ned subsidiaries.
Accounting C hange

GENERAL DYNAMICS CORPORATION
Consolidated Balance Sheet

1988

1987

$ 227.8

$ 181.1

232.6
212.3
2,361.3
446.0
108.4
47.4
3,635.8
138.4
1,700.0

230.2
162.9
2,041.5
370.4
84.2
61.2
3,131.5
224.6
1,496.9

91.7

71.6

485.7
66.5
$6,118.1

527.5
101.9
$5,554.0

31 December (Dollars In millions)
ASSETS

Current Assets:
Cash and equivalents..........................................
Accounts receivable:
United States and other governments............
Commercial customers..................................
Contracts in process..........................................
Inventories.........................................................
Notes and leases receivable—finance operations
Prepaid expenses...............................................
Total Current Assets...........................................
Deferred Charges and Other Assets....................
Property, Plant and Equipment, net..................
Assets Leased Under Operating Leases—Fi
nance Operations...........................................
Notes and Leases Receivable— Finance Opera
tions ..............................................................
Acquisition Cost of M1 Tank Program..............

F. Finance a n d Leasing Subsidiaries

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:
Commercial paper..............................................
Commercial paper—finance operations.............
Current maturities of debt—finance operations..
Accounts payable...............................................
Accrued salaries and wages...............................
Other accrued liabilities......................................
Income taxes payable........................................
Deferred income taxes.......................................
Total Current Liabilities......................................
Noncurrent Liabilities:
Long-term debt.................................................
Long-term debt—finance operations.................
General aviation product liability...... ................
Deferred income taxes.......................................
Other..................................................................
Total Noncurrent Liabilities................................
Shareholders’ Equity:
Common stock (shares issued 55,442,100).....
Capital surplus...................................................
Retained earnings...............................................
Treasury stock (shares held 1988, 13,753,104;
1987, 13,517,350)........................................
Shareholders’ Equity..........................................

C onsistent with th e requirem ents of S tatem ent of Financial
Accounting Standards No. 94 , Consolidation of All M ajorityowned Subsidiaries, w holly-ow ned finance and leasing sub
sidiaries, previously accounted for on th e equity basis, are
now consolidated in the financial statem ents of the Com pany.
Financial d ata presented for previous periods has been re
stated to reflect this change. This restatem ent had no im pact
on previously reported net earnings or earnings per share.

$

40.0
12.9
78.8
852.5
222.6
361.7
78.6
398.6
2,045.7

$

—
63.5
15.1
674.1
215.3
325.1
202.1
563.1
2,058.3

623.7
351.2
177.1
470.1
528.3
2,150.4

428.2
421.4
167.4
375.0
502.7
1,894.7

55.4
24.7
2,611.8

55.4
24.7
2,280.3

(769.9)
1,922.0
$6,118.1

(759.4)
1,601.0
$5,554.0

The following is a sum m ary of the com parative com bined
financial statem ents for the finance and leasing subsidiaries:

BALANCE SHEET DATA
31 December
Assets
Receivables on ship leases.....................
Notes receivable on general aviation air
craft and leased aircraft.....................
Notes and leases receivable on telecom
munication equipment and other
notes.................................................
Cash and other assets...........................

1988

Liabilities and Shareholder’s Equity
Debt........................................................
Other liabilities.......................................
Investment of and advances from parent
company............................................
EARNINGS DATA
Year ended 31 December
Interest and other income......................
Interest, taxes and other expenses........
Net earnings...........................................

1988
$70.8
61.3
$ 9.5

1987

$314.8

$326.4

334.4

309.1

36.6
24.8
$710.6

47.8
36.4
$719.7

$442.9
99.1

$500.0
42.7

168.6
$710.6

177.0
$719.7

1987
$70.2
59.4

1986
$78.5
69.5
$ 9.0

$ 10.8
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Classified Balance Sheet—Assets/Liabilities Of
Nonhomogeneous Operations Shown
Separately
AMERICAN BRANDS, INC.
C o n s o lid a te d B a la n c e S h e e t

(In millions, except per share amounts)
December 31

1988

Assets
Consumer products and corporate
Current assets
Cash and cash equivalents...............
Accounts receivable, customers, net..
Inventories....................
Net assets of discontinued operations
Other current assets.......................
Total consumer products and corpo
rate current assets.....................
Property, plant and equipment, net..........
Intangibles resulting from business acquisi
tions, net..........................................
Other assets.........................................
Total consumer products and corpo
rate assets................................
Life insurance
Investments......................................
Cash and cash equivalents..................
Accrued investment income.................
Deferred policy acquisition costs..........
Present value of future profits, net.......
Intangibles resulting from business ac
quisitions, net...............................
Other assets.....................................
Total life insurance assets...............
Total assets..................................

$

50.1
1,125.2
1,815.9
—
85.6
3,076.8
1,165.4

1987
(Restated)

$

55.0
1,089.1
1,693.4
489.6
66.1
3,393.2
1,065.1

1,908.7
438.8

1,378.9
209.2

6,589.7

6,046.4

4,418.3
65.6
92.6
408.7
280.3

4,114.9
72.0
82.4
377.6
302.9

184.4
161.0
5,610.9

190.2
118.2
5,258.2

$12,200.6

$11,304.6

Liabilities and stockholders’ equity
Consumer products and corporate
Current liabilities
Notes payable to banks.....................
Commercial paper..............................
Accounts payable...............................
Accrued excise and other taxes.........
Accrued expenses and other liabilities
Current portion of long-term debt.....

$

433.9
289.2
378.1
911.9
606.0
106.2

$

253.0
492.0
316.0
923.2
478.5
6.4

Total consumer products and corpo
rate current liabilities.....................

2,725.3

2,469.1

Long-term debt..................................
Deferred income taxes.......................

2,359.2
160.4

1,631.5
138.6

Total consumer products and corpo
rate liabilities.................................

5,244.9

4,239.2

Life insurance
Policy reserves and claims.....................
Investment contract deposits.................
Other policyholders’ funds.....................
Other liabilities.......................................

2,448.0
794.7
824.9
227.4

2,365.9
671.6
750.1
181.2

Total life insurance liabilities.............

4,295.0

3,968.8

Redeemable preferred stock
$2.75 Preferred stock, without par
value, stated value and mandatory re
demption price $30.50 per share.......

137.5

137.5

Convertible preferred stock— redeemable at
Company’s option
$2.67 Convertible Preferred stock, with
out par value, stated value $30.50
per share...........................................

30.8

33.4

Common stockholders’ equity
Common stock, par value $3.125 per
share, 114.8 shares issued................
Paid-in capital........................................
Unrealized depreciation on marketable
equity securities.................................
Foreign currency adjustments................
Retained earnings...................................
Treasury stock, at cost..........................

358.7
51.2

358.7
58.1

(6.0)
(89.4)
3,060.2
(882.3)

(5.9)
(77.6)
2,717.3
(124.9)

Total Common stockholders’ equity...

2,492.4

2,925.7

Total liabilities and stockholders’
equity............................................

$12,200.6

$11,304.6
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NOTES ACCOMPANYING FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)

C o n s o lid a te d B a la n c e S h e et

Principles of Consolidation

December 31, 1988 and 1987 (in millions)

The consolidated financial statements include the accounts
of the Company and all majority-owned subsidiaries. Balance
sheet accounts are segregated into two categories. Consum
er products and corporate accounts are classified as current
or non-current, whereas the life insurance accounts are un
classified, in accordance with industry practice. Certain sub
sidiaries are presented as discontinued operations. Fiscal
year-ends of certain subsidiaries of Gallaher Limited range
from September 30 to November 30 to facilitate Gallaher’s
year-end closing.
The Franklin Life Insurance Company
Summarized income statement data for The Franklin Life
Insurance Company and its subsidiaries, principally South
land Life Insurance Company, are as follows:

(In millions)
1988
Revenues
Premiums.................................... $480.8
Net investment income...................
409.5
Other income....................................
33.1
923.4
insurance benefits
Benefits paid or provided...................
469.2
Change in policy reserves....................
55.9
Dividends to policyholders...................
77.2
Advertising, selling and administrative
expenses
Amortization of deferred policy ac
quisition costs...........................
57.6
Other...........................................
105.7
Restructuring credit...............................
(34.5)
731.1
Operating income..................................
192.3
Income taxes.......................................
110.3
Net income......................................
$82.0

FORD MOTOR COMPANY

1987

1986

$478.4
413.8
31.5
923.7

$435.9
398.1
27.3
861.3

446.9
66.0
68.8

446.9
11.6
65.5

1987

1988

ASSETS
Automotive
Cash and cash equivalents...........................
Marketable securities, at cost and accrued
interest (approximates m arket)................

$

5,490.8

$

5,410.0

3,751.7

4,765.1

Total cash, cash equivalents, and
marketable securities..........................
Receivables...................................................
Inventories...................................................
Other current assets....................................

9,242.5
4,395.7
6,638.2
1,793.8

10,175.1
3,095.8
6,326.9
1,179.3

Total current assets................................
Equity in net assets of affiliated companies..
Property, net................................................
Other assets.................................................
Net receivable from Financial Services.........

22,070.2
2,102.7
15,594.3
2,350.0
1,010.5

20,777.1
2,001.2
14,399.4
1,389.9
1,166.8

Total Automotive assets..........................
Financial Services
Cash and cash equivalents...........................
Investments in securities..............................
Receivables and lease investments, net.......
Property, net................................................
Other assets..................................

43,127.7

39,734.4

1,234.1
4,293.4
91,290.9
397.9
3,022.5

509.2
2,797.2
70,608.7
284.3
2,060.6

Total Financial Services assets................

100,238.8

76,260.0

Total Assets............................................

$143,366.5

$115,994.4

$ 16,787.8
1,007.3
1,760.9

$15,139.7
654.7
1,890.3

Total current liabilities............................
Long-term debt............................................
Other liabilities.............................................
Deferred income taxes..................................
Minority interests in net assets of consoli
dated subsidiaries...................................

19,556.0
1,335.7
4,839.4
2,297.9

17,684.7
2,057.8
4,467.5
2,312.5

164.1

129.7

Total Automotive liabilities......................
Financial Services
Payables......................................................
Income taxes currently payable...................
Debt.............................................................
Deposit accounts.........................................
Deferred income taxes..................................
Other liabilities and deferred income............
Net payable to Automotive...........................

28,193.1

26,652.2

987.9
58.0
66,851.7
20,357.8
1,635.2
2,743.3
1,010.5

1,025.4
66.2
52,460.0
12,053.3
1,485.7
2,592.1
1,166.8

Total Financial Services liabilities.............

93,644.4

70,849.5

LIABILITIES AND STOCKHOLDERS’ EQUITY
56.5
106.1
—
744.3
179.4
62.9
$116.5

50.5
106.2
—
680.7
180.6
57.1
$123.5

In January 1989, Franklin Life entered into an agreement to
sell Southland for approximately $440 million in cash. The sale
is subject to the approval of regulatory authorities and resulted
in a pre-tax restructuring credit of $34.5 million and a net
income charge of $22.4 million. The principal components of
Southland’s balance sheet at December 31, 1988 were
$846.8 million of investments, $274 million of other assets and
$702.2 million of policy reserves and claims and other policy
holders’ funds. Southland’s revenues and net income for the
year ended December 3 1 , 1988 were $216 million and $26.8
million, respectively.
Generally, Franklin is restricted by the insurance laws of its
dom iciliary state as to the amounts that can be transferred to
the Company in the form of dividends, loans or advances
without the approval of the Director of Insurance. Under these
restrictions, dividends in excess of $84 million and loans or
advances in excess of $126 m illion require the approval of the
Director.

Automotive
Payables and accrued liabilities...................
Income taxes payable ...............................
Debt payable within one year.......................

STOCKHOLDERS’ EQUITY
Capital stock
Preferred stock, par value $1.00 a share.
Common stock, par value $1.00 a share
(453.6 and 469.8 shares issued)........
Class B stock, par value $1.00 a share
(37.2 and 37.7 shares issued)............
Capital in excess of par value of stock........
Foreign-currency translation adjustments ....
Earnings retained for use in business..........
Total stockholders’ equity............. .
Total Liabilities and Stockholders’ Equity.

—

—

453.6

469.8

37.2
586.7
325.0
20,126.5

37.7
595.1
672.6
16,717.5

21,529.0

18,492.7

$143,366.5

$115,994.4
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NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies
Principles o f Consolidation. The company’s financial ser
vices and real estate subsidiaries, previously accounted for by
the equity method, have been consolidated in 1988 as re
quired under the Financial Accounting Standards Board’s
Statement of Financial Accounting Standards No. 94, “Con
solidation of A ll M ajority-ow ned S ubsidiaries.’’ M ajorityowned subsidiaries where control is expected to be temporary
or a ffilia te s th a t are 20% -50% owned continue to be
accounted for on an equity basis. The consolidated financial
statements reflect the assets, liabilities, operating results, and
cash flows for two broad business segments: Automotive and
Financial Services. In accordance with industry practice, the
assets and liabilities of the Automotive segment are classified
as current or non-current, and those of the Financial Services
segment are unclassified. The company also adopted in 1988
Statement of Financial Accounting Standards No. 95, “ State
ment of Cash Flows.’’ Prior years’ financial statements have
been restated to conform with the 1988 presentations adopted
under the new standards. The restatements had no effect on
previously reported net income or stockholders’ equity.
Note 16. Subsidiaries
The following information is provided for significant, pre
viously unconsolidated subsidiaries which now are included in
the financial statements on a consolidated basis:

Ford M otor C re dit C om pany and C onsolidated Sub
sidiaries. Ford Motor Credit Company (Ford Credit) is a whol
ly-owned subsidiary of the company. Ford Credit and its sub
sidiaries derive most of their revenues by providing wholesale
financing and capital loans to company-franchised vehicle
dealers and purchasing retail installm ent sales contracts from
them, prim arily in the United States, Canada, and Australia.
(Vehicle financing operations in countries outside the United
States, Canada, and Australia generally are conducted by
other subsidiaries of the company.) Net income of Ford Credit
was $564.2 million in 1988, $678.8 million in 1987, and $611.3
million in 1986. Total revenue was $6,819.4 million in 1988,
$5,847.3 million in 1987, and $4,972.8 million in 1986. A
condensed consolidated balance sheet of Ford Credit and its
subsidiaries at December 31 was as follows:
(in millions)

1988

1987

Assets
Cash and investments in securities.................
Finance receivables, net..................................
Receivables from affiliated companies............
Other assets....................................................

$ 2,412.5
52,920.8
64.7
877.9

$ 1,517.8
48,454.6
156.5
784.1

Total assets................................................

$56,275.9

$50,913.0

Liabilities and Stockholders’ Equity
Debt payable within one year..........................
Accounts payable and other liabilities.............
Accounts payable affiliated companies............
Long-term debt...............................................

$24,784.1
4,148.9
335.7
22,748.1

$22,548.3
3,995.3
312.3
20,410.0

Total liabilities............................................
Stockholders’ equity.......................................

52,016.8
4,259.1

47,265.9
3,647.1

Total liabilities and stockholders' equity.....

$56,275.9

$50,913.0

Included in finance receivables of Ford Credit at December
3 1 ,1988 and 1987 were $1,633.7 million and $1,325.5 million,
respectively, of accounts receivable purchased from Ford.

First Nationwide Financial Corporation and Consolidated
Subsidiaries. First Nationwide Financial Corporation (First
Nationwide) is a wholly-owned subsidiary of the company.
First Nationwide, through its consolidated subsidiaries, is en
gaged principally in the business of accepting savings de
posits from the general public and making loans collateralized
by liens on residential and other real estate.
Income is derived from interest charges on real estate loans
and, to a lesser extent, from fees received in connection with
such loans, and income on security investments. Net income
of First Nationwide was $3.3 million in 1988, $62.5 million in
1987, and $101.8 m illion in 1986. Total revenue was $2,094.9
million in 1988, $1,501.3 million in 1987, and $1,386.4 million
in 1986. A condensed consolidated balance sheet of First
Nationwide and its subsidiaries at December 31 was as fol
lows:
(in millions)
Assets
Cash and investments in securities..... ...........
Loans receivable, net......................................
Property held for investment and sale (at
co st)..........................................................
Receivables from affiliated companies............
Other assets....................................................

1988

1987

$ 3,037.4
27,068.6

$1,613.1
13,985.9

499.0
564.5
3,344.8

489.2
40.1
900.0

Total assets................................................

$34,514.3

$17,028.3

Liabilities and Stockholder’s Equity
Deposit accounts (including accrued interest).
Notes, bonds, and other obligations..............
Accounts payable and other liabilities.............

$20,357.8
12,529.0
485.9

$12,053.3
4,042.0
269.7

Total liabilities............................................
Stockholder’s equity.......................................

33,372.7
1,141.6

16,365.0
663.3

Total liabilities and stockholder’s equity.....

$34,514.3

$17,028.3

In late 1988, First Nationwide and its subsidiaries acquired
seven savings and loan institutions with total assets of $10.4
billion. As part of those transactions, First Nationwide and its
subsidiaries also assumed liabilities aggregating $10.4 billion.
The assets included approximately $1.9 billion in notes receiv
able from the Federal Savings and Loan Insurance Corpora
tion (FSLIC). in connection with the acquisition transactions,
FSLIC entered into assistance agreements with First Nation
wide and its subsidiaries providing for yield maintenance and
loss protection for varying periods on certain underperforming
and other assets of the acquired institutions. The agreements
also provide for indem nification of First Nationwide and its
subsidiaries against certain liabilities.
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Unclassified Balance Sheet
HALLIBURTON COMPANY
C o n s o lid a te d B a la n c e S h eets

December 31
1988

1987

(In millions)

sidiaries. All significant intercompany accounts and transac
tions are eliminated. Twenty to fifty percent owned companies
are reported on the equity basis. The Company has im
plemented Statement of Financial Accounting Standards No.
94 which requires the Company to consolidate its insurance
subsidiaries. Accordingly, the Company’s financial state
ments have been restated to reflect this new policy and, as a
result, the unclassified presentation of the balance sheet is
now being used. Reclassifications have been made to pre
viously reported amounts to conform to the current financial
statement presentation.

Assets
Cash and Investments
Cash, including time deposits.......................
Other cash equivalents..................................
Fixed maturity securities, at cost (market
value of $1,081.8 and $928.3).................
Mortgage loans on real estate.......................
Other investments..........................................

NOTES TO FINANCIAL STATEMENTS
S 276.9
67.7

$ 555.6
75.5

1,105.0
114.8
28.7

933.5
95.8
31.2

Total cash and investments......................

1,593.1

1,691.6

Receivables:
Notes and accounts receivable......................
Unbilled work on uncompleted contracts.......
Refundable Federal income taxes..................

1,095.6
117.5
55.1

948.4
109.2
75.4
1,133.0

Total receivables.......................................

1,268.2

Inventories.........................................................

382.3

228.4

Property, Plant and Equipment, at cost.............
Less accumulated depreciation......................

3,283.3
2,318.9

3,097.9
2,222.7

Net property, plant and equipment............

964.4

875.2

Equity In and Advances to Related Companies ..

244.5

208.8

Other Assets......................................................

269.7

135.3

$4,722.2

$4,272.3

Liabilities and Shareholders’ Equity
Accounts Payable...............................................
Advance Billings on Uncompleted Contracts.....
Short-term Notes Payable..................................
Unearned Insurance Premiums..........................
Reserves for Insurance Losses and Claims........
Deferred Income Taxes......................................
Long-term Debt.................................................
Minority Interest in Consolidated Subsidiaries...
Other Liabilities.................................................

$ 377.3
114.6
17.3
52.6
1,040.0
144.5
199.6
28.5
640.6

$ 311.1
150.3
29.9
57.0
836.5
157.0
199.7
11.9
438.4

Total liabilities...............................................

2,615.0

2,191.8

Commitments and Contingencies
Shareholders’ Equity
Common stock, par value $2.50 per share—
authorized 200.0 million shares, issued
119.4 and 119.2 million shares................
Paid-in capital in excess of par value............
Cumulative translation adjustment.................
Net unrealized gains (losses) on insurance
subsidiaries’ investments in equity secur
ities ..........................................................
Retained earnings..........................................
Less 13.0 million and 13.9 million shares
treasury stock, at cost..............................
Total shareholders’ equity.........................

298.4
129.9
11.5

298.0
134.5

_

(.2)
2,052.3

(1.0)
2,064.3

2,491.9

2,495.8

384.7

415.3

2,107.2

2,080.5

$4,722.2

$4,272.3

STATEMENT OF ACCOUNTiNG POLiCIES
P rinciples o f Consolidation. The consolidated financial
statements include the accounts of the Company and all sub

12. Insurance Subsidiaries.
Beginning January 1 , 1988, the Company consolidated the
accounts of its insurance subsidiaries in accordance with
provisions of Statement of Financial Accounting Standards
No. 94 “ Consolidation of all Majority-Owned Subsidiaries.”
Prior year consolidated financial statem ents of the Company
have been restated.

The insurance subsidiaries consist of Highlands Insurance
Company and its subsidiary companies, Highlands Overseas
Limited, Highlands Lloyds, Highlands Limited, Underwriters
Special Risks, Inc. and its subsidiary companies, Southern
California Bondings Service, Inc., Life Insurance Company of
the Southwest and Health Economics Corporation and its
subsidiary company.

COMBINED FINANCIAL
POSITION
Assets
Cash and investments:
Cash, including time deposits...
Other cash equivalents.............
Fixed maturity securities, at
cost (market value $1,081.8
million and $928.3 million.
respectively).......................
Mortgage loans on real estate...
Other investments..................
Total cash and investments...
Receivables...............................
Property, plant and equipment, at
cost.....................................
Less accumulated depreciation..
Net property, plant and
equipment......................
Other assets.............................
Liabilities and Equity
Accounts payable.......................
Unearned insurance premiums....
Reserves for insurance losses and
claims..................................
Deferred income taxes................
Other liabilities..........................
Halliburton Company equity, ad
justed for net unrealized losses
of $.2 million in 1988 and $1.0
million in 1987.......................

1987
1988
(In millions)

$

23.5
37.8

$

41.8
42.0

1,105.0
114.8
28.7
1,309.8
146.6

933.5
95.8
31.2
1,144.3
123.4

18.0
8.6

17.8
7.9

9.4
50.4
$1,516.2

9.9
41.6
$1,319.2

$

$

52.9
52.6

46.9
57.0

1,040.0
10.5
38.2

836.5
8.8
53.5

322.0
$1,516.2

316.5
$1,319.2
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COMBINED OPERATING
RESULTS

LIABILITIES AND STOCKHOLDERS’ EQUITY
1988

1987

1986

(In millions)
Revenues:
Net earned premiums and agen
cy income.............................
Investment income....................

$409.2
104.2

$372.0
90.7

$322.7
88.1

513.4

462.7

410.8

414.2
2.7
14.3

351.2
3.3
11.5

431.2

366.0

31.5
1.5
(.2)

44.8
.3
(.3)

4.2

(4.4)

Operating Costs and Expenses:
Underwriting..............................
463.3
Investment........................................
3.4
General and administrative........
17.7
484.4
Operating income..........................
Foreign currency gains (losses)....
Nonoperatingexpense, net............
Benefit (provision) for income
taxes................................................
Net income...............................

29.0
(.7)
(.7)
(2.4)
$ 25.2

$ 37.0

$ 40.4

Undistributed earnings of $46.1 million were restricted as to
payment of dividends by the insurance subsidiaries at Decem
ber 31, 1988.
Assets of the insurance subsidiaries, with the exception of
dividend payments to the parent company, are not available
for general corporate use.

GENERAL MOTORS CORPORATION
Consolidated Balance Sheet
December 3 1 , 1988 and 1987
(Dollars in Millions
Except Per Share Amounts)

Liabilities
Accounts payable (principally trade)............
Notes and loans payable..............................
United States, foreign and other income
taxes........................................................
Capitalized leases..........................................
Other liabilities.............................................
Deferred credits (including investment tax
credits— $1,160.4 and $1,438.7)............

$ 7,896.9
88,130.1

$

4,930.3
294.8
25,520.6

7,261.0
88,693.4
5,169.2
346.4
25,565.7

1,618.7

2,082.4

Total Liabilities.............................................
Stockholders’ Equity
Preferred stocks ($5.00 series, $153.0;
$3.75 series, $81.4)...............................
Preference stocks (E $0.10 series, $1.0; H
$0.10 series, $1.0)..................................
Common stocks:
$1-2/3 par value common (issued.
306,456,671 and 312,654,018 shares)
Class E common (issued, 50,646,603
and 51,601,687 shares)......................
Class H common (issued, 128,388,969
and 65,434,936 shares)......................
Additional paid-in capital..............................
Net income retained for use in the business.

128,391.4

129,118.1

234.4

234.4

2.0

2.0

510.7

521.1

5.1

5.2

12.8
6,235.2
28,970.5

6.5
6,764.6
25,771.7

Subtotal ...............................................
Accumulated foreign currency translation
and other adjustments.............................

35,970.7

33,305.5

Total Stockholders’ Equity...........................

35,671.7

33,225.1

Total Liabilities and Stockholders’ Equity.....

$164,063.1

$162,343.2

(80.4)

(299.0)

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies

Principles of Consolidation
1988

1987

ASSETS
Cash and cash equivalents...........................
Other marketable securities and time de
posits ......................................................

$ 5,800.3

Total cash and marketable securities.......

10,181.4

7,819.3

Finance receivables— net..............................
Accounts and notes receivable (less allo
wances) ...................................................
Inventories (less allowances).......................
Contracts in process (less advances and
progress payments of $2,174.4 and
$1,981.2)................................................
Net equipment on operating leases..............
Prepaid expenses and deferred charges.......
Other investments and miscellaneous assets
(less allowances)....................................
Property
Real estate, plants and equipment— at
cost.....................................................
Less accumulated depreciation................
Net real estate, plants and equipment.
Special tools— at cost (less amortization)

87,476.9

85,994.5

4,540.6
7,984.3

7,859.5
7,939.7

2,035.4
5,005.1
5,156.6

1,756.0
5,558.2
4,615.6

4,360.3

3,204.6

60,810.6
32,798.8
28,011.8
3,918.9

59,963.5
31,033.1
28,930.4
3,207.0

Total property..................................

31,930.7

32,137.4

4,381.1

$

3,723.0
4,096.3

Intangible assets— at cost (less amortiza
tion).........................................................

5,391.8

5,458.4

Total Assets.................................................

$164,063.1

$162,343.2

The consolidated financial statements include the accounts
of the Corporation and domestic and foreign subsidiaries
which are more than 50% owned. General Motors’ share of
earnings or losses of associates in which at least 20% of the
voting securities is owned is included in consolidated income
under the equity method of accounting (see Note 2).
In the fourth quarter of 1988, the Corporation adopted State
ment of Financial Accounting Standards (SFAS) No. 94, Con
solidation of All Majority-owned Subsidiaries, as required by
the Financial Accounting Standards Board (FASB). While the
adoption of SFAS No. 94 had no effect on consolidated net
income or stockholders’ equity, it did significantly alter the
form at of the basic financial statements. Under prior account
ing policies, the net investment in nonmanufacturing type
companies (e.g., General Motors Acceptance Corporation—
GMAC) was reflected as a single line item (“ equity in net
assets of nonconsolidated subsidiaries and associates’’) on
the Consolidated Balance Sheet and the net income of these
operations was reflected as a single line item (“ equity in
earnings of nonconsolidated subsidiaries and associates’’) on
the Statement of Consolidated Income.
However, as required by SFAS No. 94, the accounts of
GMAC, GM’s wholly-owned finance subsidiary and its sub
sidiaries, including Motors Insurance Corporation (MIC) as
well as other more than 50% owned domestic and foreign
finance and insurance subsidiaries, have been added,
account by account, to those of the statements of GM and its
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m a n u fa ctu rin g , m a rke tin g , d e fe n se , e le c tro n ic s and co m p u te r
s e rvice su b s id ia rie s .

Consolidating Balance Sheet

A s a re su lt, it is no lo n g e r m e a n in g fu l to p re p a re a C o n so li
da te d B alan ce S h e e t in w h ich c u rre n t and n o n cu rre n t a sse ts
and lia b ilitie s a re d is p la y e d . In ste a d , th e u n c la s s ifie d fo rm a t
u tiliz e d by b a nkin g and fin a n c e co m p a n ie s h a s been ad op te d.
F urth e rm o re , th e S ta te m e n t o f C o n so lid a te d Incom e no lo n g 
e r re fle c ts O p e ra tin g Inco m e am o un ts.

TEMPLE-INLAND, INC.

Note 12. General Motors Acceptance Corporation and
Subsidiaries
Condensed Consolidated Balance
Sheet (Dollars in Millions)

1988

Cash and investments in secur
ities.......................................
Finance receivables— net..........
Notes receivable from General
Motors Corporation..............
Other assets..............................

1987

$ 3,272.0
74,230.8

$ 3,037.5
74,306.6

14,840.0
6,698.1

13,981.0
7,201.9

Total Assets..........................

$99,040.9

$98,527.0

Short-term debt.........................
Accounts payable and other
liabilities (including GM and
affiliates-$ 3 ,515.5 and
$2,742.4)..............................
Long-term debt.........................
Stockholder’s equity.................

$54,505.0

$50,878.5

9,960.3
27,370.4
7,205.2

9,803.9
30,869.4
6,975.2

$99,040.9

$98,527.0

Total Liabilities and Stockhol
der's Equity......................
Condensed Statement of
Separate Consolidated Income
(Dollars in Millions)

1988

1987

1986

Gross Revenue..........................
Interest and discount...............
Other expenses.........................

$13,499.6
6,641.9
5,670.1

$13,400.7
6,118.3
5,829.2

$13,069.9
6,188.5
5,696.3

Total Expenses......................

12,312.0

11,947.5

11,884.8

Separate Consolidated Net
Income.........................

$ 1,187.6

$ 1,453.2

Dividends paid to GM................

$ 1,000.0

$

900.0

$ 1,185.1
—

C o n s o lid a tin g B a la n c e S h eets

Parent
Company

At year end 1988

Financial
Services Consolidated
(in thousands)

ASSETS
Cash............................
Investments:
Fixed maturities..........
Real estate loans........
Other........................
Receivables...................
Inventories....................
Loan inventory...............
Property and equipment...
Deferred acquisition costs.
Investment in affiliates....
Other assets..................
Total Assets...............

$ 16,166 $
—
—
—
194,570
157,743
—
1,439,294
—
125,184
49,087
$1,982,044

19,081

$

35,247

669,912
669,912
221,754
221,754
177,429
177,429
75,522
270,092
—
157,743
42,528
42,528
17,429 1,456,723
47,888
47,888
—
57,988
183,934
233,021
$1,455,477 $3,370,325

LIABILITIES
Future policy benefit re
serves......................
Long-term debt.............
Deferred investment tax
credits......................
Deferred federal income
taxes.........................
Short-term borrowings....
Deposits........................
Other liabilities...............
Total Liabilities...........

$

—
417,498
25,388

216,155
—
—
227,221
$ 886,262

$ 917,871 $ 917,871
24,656
442,154
—

25,388

31,248
247,403
207,119
207,119
114,740
114,740
98,673
319,868
$1,394,307 $2,274,543

SHAREHOLDERS’ EQUITY
Preferred stock— par value
$1 per share: autho
rized 25,000,000
shares: none issued....
Common stock— par value
$1 per share: autho
rized 100,000,000
shares; issued
30,684,070 shares in
cluding shares held in
the treasury...............
Additional paid-in capital..
Retained earnings...........
Cost of shares held in the
treasury:
3,100,765 shares.......
Total Shareholders’ Equity
TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY.

—

30,684
331,431
871,785
1,233,900

(138,118)
1,095,782
$3,370,325
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NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS

Deconsolidation

Note A (In Part): Summary o f Significant Accounting Poli 
cies

COURIER CORPORATION (SEP)

Basis o f Consolidation

The consolidated financial statements include the accounts
of Temple-Inland Inc. (the “ Company” ) and all subsidiaries in
which the Company has more than a 50 percent equity own
ership, except the Company’s investment in the Guaranty
Federal Savings Bank. See Note K on page 47. All material
intercompany amounts and transactions have been elim in
ated.
Included as an integral part of the consolidated financial
statements are separate summarized financial statements
and notes for the Company’s primary business groups as well
as the significant accounting policies unique to each group.
Note K— Guaranty Federal Savings Bank Acquisition
During September 1988, the Company, with minority inves
tors, acquired the assets and business of three savings and
loans located in Texas. The acquisition by the Company of a
majority interest was made from the Federal Savings and
Loan Insurance Corporation (“ FSLIC” ) under their Southwest
Plan. The initial capital contribution made by the Company
was $75 million. The Company is obligated, subject to con
tinued performance of certain obligations by FSLIC, to make
additional capital contributions of approximately $25 million
each on January 15, 1990 and January 15, 1991.

The Company has the right under certain conditions to “ put”
its interest in the acquired thrifts to the m inority owners of the
savings and loan and thereby lim it its exposure to the write-off
of its investment rather than the continuing obligation to oper
ate the thrift.
Due to the many uncertainties surrounding operation and
control of assets acquired under the FSLIC Southwest Plan,
the Company, initially, w ill not consolidate the savings and
loan and will account for its investment under the cost method
adjusted for any recovery. Under this method, the recovery
resulting from the consolidated tax benefits arising from the
non-taxable FSLIC payments are credited to the Company’s
investment. Such benefits totaled approximately $17 m illion in
1988. The Company plans to fully consolidate the savings and
loan when the uncertainty surrounding operation of assets
acquired under the FSLIC’s Southwest Plan and the Com
pany’s future business plans for the savings and loan are
resolved. The Company anticipates it would be in position by
the end of 1989 to determine its future course of action con
cerning this investment and would include the savings and
loan in its December 3 0 , 1989 consolidated balance sheet and
fully consolidate the savings and loan in its financial state
ments beginning in 1990.
Complete financial statements for Guaranty Federal Sav
ings Bank are included on pages 49 through 56.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
A (In Part): Summary o f Significant Accounting Policies
Principles o f Consolidation
The consolidated financial statements, prepared on a fiscal
year basis, include the accounts of Courier Corporation and its
subsidiaries, excluding NADCO Directory Management Cor
poration (NADCO), a 50% owned joint venture engaged in
telephone directory manufacturing. Commencing with fiscal
year 1988, Courier is accounting for its interest in NADCO by
the equity method of accounting, reflecting the achievement of
the Company’s goal to establish NADCO as an independently
operated business entity with its own management and selfarranged financing, rather than as a consolidated subsidiary
over which the Company exercises operating control. Prior
years results have been restated to conform to the equity
method as discussed more fully in Note H. In addition, certain
reclassifications have been reflected in the accompanying
financial statements for fiscal years 1986 and 1987 in order to
be consistent with the current year’s presentation. All signifi
cant intercompany transactions have been eliminated.
H. Directory Joint Venture
NADCO was formed in 1985 as a joint venture to manufac
tur telephone directories between the Company and a subsidi
ary of Bell Canada Enterprises, Inc. (BCE). Initially, the Com
pany owned an 80% interest in the joint venture, while the BCE
subsidiary held a 20% interest and an option to acquire an
additional 30%. In December 1986, the sale of this additional
30% interest to the BCE subsidiary was finalized. Results for
fiscal 1987 included a pretax gain of approximately $3.5 mil
lion on the sale of the full 50% interest, the gain on the original
20% sale having been deferred pending BCE’s decision to
exercise its option to purchase the additional 30% interest.

As discussed in Note A, in fiscal 1988 Courier commenced
accounting for its interest in NADCO on the equity method.
Prior year financial statements have been restated to the
equity method. This has no impact on net income, earnings
per share or stockholders’ equity. Financial information for
NADCO is summarized below ($000).

1988
Results of operations:
Sales............................................
Gross pro fit..................................
Income before taxes.....................
Net income...................................
Courier’s equity in net income of
NADCO ........................................
Dividends to Courier.........................

Financial position:
Current assets..............................
Total assets..................................
Current liabilities..........................
Non-current liabilities...................
Stockholders’ equity.....................

Fiscal Year
1987

1986

$64,532
7,781
5,323
3,001

$56,626
7,242
4,015
1,810

$43,115
4,928
2,854
1,959

1,500
—

1,029
1,920

1,637
—

Sept 24,
1988

Sept, 26,
1987

$ 6,052
43,164
12,549
18,540
12,075

$11,160
27,467
10,665
7,728
9,074
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During the fiscal year 1988, NADCO entered into long-term
bank financing arrangements for its capital expansion and
working capital needs. Prior to the bank financing, NADCO’s
cash requirements were funded by advances from Courier
bearing interest at the prime rate. These advances averaged
approximately $2.6 million during fiscal 1987 and $2.0 million
during fiscal 1986. In addition, NADCO leases a manufactur
ing facility from the Company. NADCO made rental payments
of $400,000 in 1988 and is committed to make annual rental
payments of approximately $450,000 through 1991, under the
terms of this lease.
On October 26, 1988, the Company exercised a right to
require BCE to present to the Company within thirty days a
price at which the Company may, at its option, either purchase
BCE’s 50% interest in NADCO, or require BCE to purchase
the Company’s 50% interest. On November 10, 1988, BCE
responded by naming a price of $14.5 million. Courier has 30
days from then to make its buy-sell determination.

The Financial Accounting Standards Board (FASB) issued
S tatem ent o f F inancial A ccounting S tandards No. 91,
“ Accounting for Loan Fees” in December 1986. On January 1,
1988 Statement No. 91 became effective and Georgia Federal
adopted the new accounting policies for all loans originated on
or after that date. This statement calls for the deferral of fee
income and specified costs related to originating loans so that
such amounts are recognized over the expected life of the
loan. Statement No. 91 impacts the timing of revenue and
expense recognition but does not affect the total income or
expense recognized over the life of a particular loan. Financial
statements issued and loans originated prior to January 1,
1988 were not restated for the accounting principles contained
in Statement No. 91. The adoption of Statement No. 91 had
the effect of reducing 1988 net income by approximately
$6,183,000 before tax ($4,081,000 after tax or $.17 per sharefully diluted).
Financial information summarizing the operating perfor
mance of Georgia Federal, which is included in discontinued
operations, and its financial position are as follows:

Year Nine Months
Year
Ended
Ended
Ended
December 31, December 31, December 31,
1986
1987
1988

Nonconsolidated Subsidiary
FUQUA INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (In Part)

Principles of C onsolidation: The consolidated financial
statements include the accounts of Fuqua and its subsidiaries.
All significant intercompany transactions and accounts have
been eliminated in consolidation.
In October 1987, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No. 94,
“ Consolidation of All Majority-Owned Subsidiaries.’’ However,
due to the existence of a contract to sell Georgia Federal
Bank, FSB and the resulting classification of Georgia Federal
as a “ D iscontinued O peration,’’ this required change in
accounting policy had no effect on Fuqua’s financial state
ments.
Georgia Federal Bank, FSB

In early February 1989, Fuqua entered into a definitive
agreement to sell Georgia Federal Bank, FSB. As a result
Fuqua has classified Georgia Federal as a discontinued op
eration. For further information concerning the sale of Georgia
Federal, see “ Discontinued Operations.”
Georgia Federal was acquired by Fuqua in April 1986, for
approximately $223 million in cash plus approximately $4
million in costs and expenses. Georgia Federal is the largest
federally-chartered savings bank headquartered in Georgia
and operates 65 banking offices.
The acquisition of Georgia Federal was accounted for as a
purchase transaction and, accordingly, the purchase price
has been allocated to the assets and liabilities of Georgia
Federal based upon their relative fair values, as determined by
appraisals and studies undertaken, with appropriate recogni
tion given to prevailing interest rates, as of the effective date.
The excess of the purchase price of Georgia Federal over the
net assets acquired and the core deposit intangibles are being
amortized, using the straight-line method, over 25 years and 6
years, respectively.

Results of Operations
(in thousands)
Interest income........
Interest expense.......
Net interest in
come ..............
Provision for loan
losses..................
Fees and other in
come....................
Operating expenses
income before tax
Income tax..............
Net income.........

$400,007
280,395

$340,049
229,072

$217,905
146,403

119,612

110,977

71,502

(19,284)

(11.577)

(7,055)

38,370
(92,943)
44,827
15,009
$ 29,818

29,153
(64,097)
29,503
8,611
$ 20,892

43,489(a)
(108,856)
34,961
11,000
$ 23,961(a)

(a) Includes a gain of $14,600,000 before tax ($9,600,000 after tax) from
the sale of loans and investments, of which $13,400,000 before tax
($8,900,000 after tax) was realized in the fourth quarter.
1988

1987

.........
.........
.........
.........

$ 473
3,592
300
$4,365

$ 376
3,163
253
$3,792

.........
Deposits..................
.........
Borrowings..............
.........
Other liabilities.........
.........
Stockholder’s equity.
Total liabilities and equity................ .........
Equity as a percentage of assets........ .........

$2,650
1,399
67
249
$4,365

$2,553
958
40
241
$3,792

December 31,
Financial Position (in millions)
Cash and investment securities..........
Loans receivable.......
Other assets.............
Total assets.........

5.70%

6.35%

Pursuant to a resolution of the Federal Home Loan Bank
Board (“ FHLBB” ), Georgia Federal may pay dividends to
Fuqua equal to between 50% and 90% of Georgia Federal’s
net income depending upon Georgia Federal’s net worth as a
percentage of unaveraged total liabilities. However, Georgia
Federal may not pay dividends if such payments would reduce
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its capital below the level required by regulations. Since April
1, 1986 d ivid e n d s re ce ive d by F uqua am ounted to
$52,800,000. In addition, based upon this agreement with the
FHLBB, approximately $7,500,000 of Georgia Federal’s equi
ty at December 31, 1988 is available for the payment of
dividends to Fuqua.
Net income and earnings per share for 1986, on a pro forma
basis assuming that Fuqua had acquired Georgia Federal on
January 1, 1986, are $45,030,000 and $1.99, respectively.
The pro form a amounts do not necessarily reflect the results of
operations as they would have been had these businesses
constituted a single entity during the entire period. The pro
forma information is based upon valuation adjustments deter
mined from fair values and appraisals as of the date of acquisi
tion. Adjustments include amounts for interest income and
expense to reflect interest rates in effect at the date of acquisi
tion, amortization of intangibles and imputed interest on the
cash purchase price.

Fiscal Period Of Subsidiary
GENERAL CINEMA CORPORATION (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE 
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Principles of consolidation
All majority-owned subsidiaries are included in the consoli
dated financial statements. The financial statements of The
Neiman Marcus Group, Inc. (NMG) are consolidated with a lag
of one fiscal quarter. The October 31, 1988 consolidated
financial statements include the July 30, 1988 consolidated
financial statements of NMG. Because NMG was acquired in
August 1987, fiscal 1988 is the first year NMG’s results of
operations are included in the Company’s consolidated state
ments of earnings. The October 3 1 , 1987 consolidated finan
cial statements include the August 2 , 1987 consolidated bal
ance sheet of NMG. M inority interest includes the payment of
cash dividends to m inority shareholders of NMG in excess of
the equity available to such shareholders. All significant inter
company accounts and transactions have been eliminated.

MACK TRUCKS, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Principles of Consolidation
The accompanying consolidated financial statements in
clude the accounts of the Company and all majority-owned
subsidiaries. Intercompany accounts and transactions have
been eliminated in consolidation.
Prior to the third quarter of 1988, the financial information of
Mack Trucks Australia Pyt. Ltd. and Mack Finance Australia
Pty. Ltd. was included in consolidation on a two-month lag
basis in order to facilitate tim ely preparation of financial state
ments. Beginning in the third quarter of 1988, this information
is included in consolidation on a current basis. As a result of
this change, the results of operations for the twelve-month
period ended December 3 1 , 1988 include fourteen months of

activity for Mack Trucks Australia Pty. Ltd. and Mack Finance
Australia Pty. Ltd. The impact of the change is not material.

BUSINESS COMBINATIONS
Paragraph 8 of APB Opinion No. 16 (Section B50 of FASB
Accounting Standard— C urrent Text) states:
The Board concludes that the purchase method and
the pooling of interests method are both acceptable in
accounting for business combinations, although not as
alternatives in accounting for the same business com
bination. A business combination which meets specified
conditions requires accounting by the pooling of interests
method. A new basis of accounting is not permitted for a
combination that meets the specified conditions, and the
assets and liabilities of the combining companies are
combined at their recorded amounts. All other business
combinations should be accounted for as an acquisition
of one or more companies by a corporation. The cost to
an acquiring corporation of an entire acquired company
should be determined by the principles of accounting for
the acquisition of an asset. That cost should then be
allocated to the identifiable individual assets acquired
and liabilities assumed based on their fair values; the
unallocated cost should be recorded as goodwill.
Paragraphs 50 to 65 and 66 to 96 of Opinion No. 16 de
scribe the manner of reporting and disclosures required for a
pooling of interests and a purchase, respectively.
Table 1-10 shows that in 1988 the survey companies re
ported 14 business combinations accounted for as a pooling
of interests of which 6 such business combinations did not
result in a restatement of prior year financial statements.
Those companies not restating prior year financial statements
for a pooling of interests usually commented that the reason
for not doing so was imm ateriality.
Examples of poolings of interests and purchases follow.
Also presented are examples of leveraged buy-outs.

Poolings of Interests
THE DUN & BRADSTREET CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3 (In Part): Acquisitions

On May 2 6 , 1988, the Company issued shares of its com
mon stock in exchange for all the outstanding shares of IMS
common stock. This transaction was accounted for as a pool
ing-of-interests and, accordingly, the accompanying financial
statements relating to prior periods have been restated to
include the accounts of IMS.
Reconciliations for results of operations previously reported
by the separate entities prior to the merger and as restated for
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TABLE 1-10: BUSINESS COMBINATIONS
1988
Poolings of Interests
Prior year financial state
ments restated.................
Prior year financial state
ments not restated..........
Total ..........................
Purchase Method..............

1987

1986

1985

8

11

13

10

6
14
216

10
21
194

9
22
239

14
24
200

the combined Com pany follow (000):

Dun & Bradstreet
For the Three Months En
ded March 31, 1988
(unaudited):
Operating Revenue.........
Net Income.....................
For the Year Ended De
cember 31, 1987:
Operating Revenue.........
Income from Operations,
Net of Income Taxes...
Net Income.....................
For the Year Ended De
cember 31, 1986:
Operating Revenue.........
Income from Operations,
Net of Income Taxes...
Net Income.....................

IMS

Combined

$ 882,142
$ 114,029

$127,312
$ 10,663

$1,009,454
$ 124,692

$3,359,164

$429,338

$3,788,502

$ 392,999
$ 392,999

$ 46,054
$ 58,512

$ 439,053
$ 451,511

(In thousands)
Net Sales
Lam.................................................
Gemini.............................................
Combined.........................................

9 Months
Ended
April 3,
1988

Year
Ended
June 30,
1987

Year
Ended
June 30,
1986

$36,075
14,545
$50,620

$25,486
9,982
$35,468

$34,449
12,290
$46,739

$

$

—

$

290

$

—

$

290

Extraordinary Credit
Lam.................................................
Gemini.............................................
Combined.........................................

$

Net Income (Loss)
Lam.................................................
Gemini.............................................
Combined.........................................

$ 2,093
(601)
$ 1,492

136
33
169

$(2,658)
(4,250)
$(6,908)

$ 1,998
(2,898)
$ (900)

Costs related to the m erger of $ 1 ,059 ,0 00 w ere charged to
expense in the quarter the merger was consummated.

MILTON ROY COMPANY (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 3 (In Part): Changes In Reporting Entity:

$3,113,506

$349,645

$3,463,151

$ 339,990
$ 339,990

$ 39,188
$ 38,562

$ 379,178
$ 378,552

LAM RESEARCH CORPORATION (JUN)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note B: M erg er
On February 1 6 , 1988, the Com pany issued approximately
2,7 53,55 0 shares of its Common Stock for all of the outstand
ing Common and Preferred Stock of Gemini Research, a
manufacturer of epitaxial deposition systems which are used
by semiconductor manufacturers in the production of inte
grated circuits. This merger has been accounted for as a
pooling of interests and, accordingly, the consolidated finan
cial statements have been restated for all periods prior to the
acquisition to include the accounts and operations of Gemini
Research. Gemini Research w as on a Novem ber fiscal year.
The restated financial statements for the years ended June
3 0 , 1988 and 1987 include both companies on a June 30 fiscal
year basis. T he financial statements for the year ended June
3 0 , 1986 include the operations of Gemini Research for the
twelve months ended Novem ber 30, 1986 and as a result,
sales and net loss of Gemini Research for the five months
ended Novem ber 30, 1986 amounting to $5 ,932 ,0 00 and
$ 1 ,060 ,0 00 respectively, are included in the restated results of
operations for both 1986 and 1987, and accordingly, retained
earnings have been adjusted.
Separate sales and net income of Lam Research and G em i
ni Research prior to the restatement are as follows:

On October 1 3 , 1988, the Com pany by subsidiary merger
acquired all of the outstanding shares of Liquid Metronics
Incorporated (LM I) in exchange for 1,070,000 shares of the
Com pany’s common stock and $1 ,0 0 0 ,0 0 0 pursuant to an
Agreem ent and Plan of Reorganization dated as of October
1 1 , 1988 among the Company, LMI and certain shareholders
of LMI. T he acquisition has been accounted for by the “pooling
of interests” method. For a discussion of LM I’s products and
markets see pages 4 and 13 of this Annual Report.
Details of the results of operations of the previously sepa
rate companies for the periods prior to combination are as
follows:

Milton Roy
Company
(As previously
reported)
Net sales:
Year ended
December 3 1 , 1986
Year ended
December 31, 1987
Nine months ended
September 30,
1988..................
Net income (loss):
Year ended
December 31, 1986
Year ended
December 3 1 , 1987
Nine months ended
September 30,
1988..................

Liquid
Metronics
Incorporated
(Thousands)

Combined

$115,065

$11,844

$126,909

112,937

13,867

126,804

92,901

13,391

106,292

383

$ (5,440)

3,778

525

4,303

3,597

742

4,339

$ (5,823)

$
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GEODYNE RESOURCES INC. (FEB)

Purchases

NOTES TO FINANCIAL STATEMENTS

BAUSCH & LOMB INCORPORATED (DEC)

Note 2— M erger

On July 22, 1987 the Company merged one of its sub
sidiaries with Snyder Exploration Company (“ Snyder” ) and in
connection therewith issued 650,000 shares of common stock
for all of Snyder’s outstanding common and preferred stock.
Because of the degree of control exercised by the two com
panies’ common major shareholder, the transaction has been
accounted for at historical cost in a manner sim ilar to the
pooling of interests method. The consolidated financial state
ments have been restated to reflect the combined financial
positions, results of operations and cash flows of Geodyne
and Snyder for all periods presented. Revenues and net in
come (loss) for the combined entities prior to the restatement
are as follows:

Revenues

Net income
(loss)

Five months ended July 31, 1987
(unaudited):
Geodyne............................................ .....
Snyder...............................................

$1,747,767
232,005

$(242,928)
(261,012)

Combined...................................... .....

$1,979,772

$(503,940)

Year ended February 28, 1987:
Geodyne............................................ .....
Snyder...............................................

$4,100,352
984,799

$ (91,523)
(347,167)

Combined..................................... .....

$5,085,151

$(438,690)

Year ended February 2 8 , 1986:
Geodyne............................................ .....
Snyder...............................................

$5,414,203
886,715

$ 746,289
(605,416)

Combined...................................... .....

$6,300,918

$ 140,873

NOTES TO FINANCIAL STATEMENTS
Acquisitions (In Part)

Dental Research Corporation
During the fourth quarter of 1988, the company acquired all
shares of Dental Research Corporation for $133,000,000 in
cash and promissory notes to establish the company’s Oral
Care Division. The division manufactures and markets the
patented Interplak line of devices used by consumers for the
removal of dental plaque. The acquisition has been accounted
for as a purchase and, accordingly, the net assets and results
of operations of Dental Research Corporation have been in
cluded in the company’s consolidated financial statements
commencing on November 1 , 1988. The total acquisition cost
exceeded the fair value of the net assets acquired by approx
imately $119,000,000, and this amount is being amortized
over a forty-year period on a straight-line basis.
The following unaudited pro forma summary combines the
consolidated results of operations of the company and Dental
Research Corporation as if the acquisition had occurred at the
beginning of the 1988 and 1987 fiscal years, after giving effect
to certain adjustments, including amortization of goodwill, in
creased interest expense on the acquisition debt and related
income tax effects. This pro forma summary does not neces
sarily reflect the results of operations as they would have been
if the company and Dental Research Corporation had consti
tuted a single entity during such periods.
Dollar Amounts in Thousands—
Except Per Share Data

Fiscal Years
1988
1987
(Unaudited)

Snyder is engaged in the oil and gas business, principally
through sponsorship of drilling programs, and was owned by
Geodyne’s major shareholder and, beneficially, by members
of Snyder’s management. Snyder used the full cost method of
accounting for its oil and gas producing activities. The fore
going information has been adjusted retroactively to establish
the successful efforts method of accounting for the Snyder oil
and gas operations. This change increased Snyder’s net loss
by $21,859 and $294,713 for the years ended February 28,
1987 and 1986, respectively.
Snyder’s fiscal year has been changed from December 31
to February 28 to conform to the Company’s fiscal year-end.
Snyder’s operations for the two-month period, which are not
reflected in the income statem ent, included revenues of
$147,100 and costs and expenses of $299,939 and resulted in
a net loss of $152,839.
During fiscal 1988, Snyder exchanged a net profits interest
in certain oil and gas properties, having no carrying value, for
its preferred stock held by, and obligations owing to, Paine
W ebber aggregating $819,455. The exchange has been
accounted for as a capital transaction.

Net sales.........................................................
Net earnings....................................................
Net earnings per Common share...................

$1,032,128
96,580
3.23

$870,710
78,466
2.58

ASARCO INCORPORATED (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
7. Acquisitions
In November 1986, the Company purchased the assets of
the Ray Mines Division, located in Arizona, from Kennecott
Corporation, a subsidiary of The Standard Oil Company. The
purchase price was $72.0 million in cash plus assumption of
certain liabilities, Asarco’s costs associated with the acquisi
tion, and participation by Kennecott in an amount equal to 25%
of the incremental revenues generated by the Ray mine from
Comex copper price increases above 68 cents a pound ad
justed for cost inflation. The price participation will be limited to
a 10-year period beginning in January 1989 and will also be
limited in the aggregate to $65.0 million. Such payments will
be capitalized as an additional property cost.

The assets acquired principally comprise an operating
open-pit copper mine, its related facilities and equipment, and
a copper smelter which remains closed. The purchase price
was allocated to the assets acquired based on their fair values
at the date of acquisition. For several years prior to its acquisi
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tion by Asarco, the Ray Mines Division had sold its copper
concentrate production to Asarco.

million. This excess is being amortized using the straight line
method over a 35 year period.

In August 1988, the Company purchased all of the outstand
ing shares of Aural Corporation, the parent company of OMI
International Corporation (OMI). OMI produces and markets
specialty chemicals including precious metal processes and
other electrolytic processes and related equipment systems
for the electroplating and metal finishing and electronics in
dustries. The purchase price plus expenses was $102.6 mil
lion in cash. Asarco also assumed $15.5 million of OMI’s debt.

The following summarized unaudited pro forma financial
information assumes the acquisition had occurred on January
1 of each period:

In November 1988, the American Limestone Company
purchased all of the outstanding shares of Porter Brown
Limestone Company, Inc., Robco Materials, Inc. and Robco
Industries, Inc. for $11 million in cash. These acquisitions
include two quarries near Nashville, Tennessee, as well as a
concrete division, asphalt division, trucking division and
minority interest in a highway bridge contractor.
The above acquisitions have been accounted for as a
purchase and, accordingly, the acquired assets and liabilities
have been recorded at their estimated fair values at the date of
acquisition. The operating results are included in the Consoli
dated Statement of Earnings from the acquisition dates. The
$44.7 million excess of the purchase price over the preliminary
valuation of the net assets acquired was recorded as “ Good
w ill” and is being amortized on a straight-line basis over 40
years for the OMI acquisition and 30 years for American
Lim estone’s acquisitions. The prelim inary purchase cost
allocation is subject to change when additional information
concerning asset and liability valuations is obtained. There
fore, the final allocation may differ from the prelim inary alloca
tion.
The following table summarizes the unaudited consolidated
pro forma results of operations, assuming the 1988 acquisi
tions had occurred at the beginning of each of the following
periods:
1988

1987

(dollars in millions,
except per share amounts)
Sales of products and services...................
Net earnings................................................
Primary earnings per common share..........

$2,097.8
201.4
4.78

$1,512.5
251.3
6.55

ENGELHARD CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
3. Acquisition

On May 2 6 , 1988 the Company acquired a major portion of
the business (“ Harshaw Chemicals Business” ) of the Harshaw/Filtrol Partnership from KaiserTech Limited and Kaiser
Aluminum & Chemical Corporation. The Harshaw Chemicals
Business includes principally chemical catalysts, hydrotreat
ing catalysts, catalyst regeneration, mineral-based sorbents
and desiccants, color pigments, chemicals and equipment for
metal finishing, scintillation crystals and radiation detectors.
The transaction was accounted for as a purchase. The results
of operations of the Harshaw Chemicals Business are in
cluded in the accompanying financial statements from the
date of acquisition. A combination of cash and debt has been
used to finance the purchase price of approximately $238
million, which exceeded the fair value of the net assets by $43

Years Ended December 31,
(in thousands, except earnings per share)
Net sales......................................................
Net earnings................................................
Earnings per share.......................................

1988
$2,459,943
61,371
1.37

1987
$2,712,282
70,303
1.61

The above amounts are based upon certain assumptions
and estimates which the Company believes are reasonable,
and do not reflect any benefit from economies which might be
achieved from combined operations. The pro forma results do
not necessarily represent results which would have occurred if
the acquisition had taken place on the basis assumed above,
nor are they indicative of the results of future combined opera
tions.

WESTERN DIGITAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(in thousands, except share data)
2. Acquisitions
On March 3 , 1988, the Company acquired the net assets of
the W inchester Disk Drive operations of Tandon Corporation
(Tandon). As a result of the acquisition, the Company now
manufactures 3½ inch rigid disk drives which it can incorpo
rate into its own products or sell to customers for use in
personal computers. The Company now provides integrated
disk drives and add-on disk drives in addition to its traditional
disk drive controllers. Total consideration for the acquisition
was $55,884 which consisted prim arily of $14,676 cash; can
cellation of a $12,000 note receivable from Tandon; return of
Tandon common stock owned by the Company; and delivery
of $21,923 of free product over a nine-month period, of which
approximately $9,000 has been included in accrued expenses
as of June 3 0 , 1988. The results of operations of the acquired
W inchester Disk Drive business from March 3, 1988 have
been included in the consolidated financial statements.
The acquisition was accounted for by the purchase method
of accounting, and accordingly, the purchase price has been
allocated to assets acquired and liabilities assumed based on
their fair market value at the date of acquisition. The excess of
purchase price over the fa ir market values of net assets ac
quired has been recorded as goodwill. The fair market values
of these assets and liabilities are summarized as follows:
Accounts receivable................................................................
$ 8,464
Inventories..................................................................................
21,592
Property and equipment.............................................................
21,318
Prepaid expenses and other assets........................................
1,567
Purchased technology................................................................
24,800
Covenant not to compete............................................................
5,000
Goodwill......................................................................................
9,063
Accounts payable and accrued expenses...................................
(35,920)
$55,884

Summarized below are the consolidated results of opera
tions on an unaudited pro form a basis as if the acquired
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W inchester Disk Drive business had been acquired as of the
beginning of the periods presented. The pro forma information
is based on Western Digital’s audited historical consolidated
results of operations for the years presented and the unau
dited historical results of operations of Tandon’s Disk Drive
business from July 1, 1986 through March 3, 1988, the ac
quisition date, giving effect for certain pro forma adjustments.
The pro forma financial information does not purport to be
indicative either of results of operations that would have oc
curred had the purchase been made at July 1 , 1986 or future
results of operations of the combined companies.

allocation of the purchase price, including $10.4 million to
current assets, $3.9 million to current liabilities, $10.3 million
to property, plant and equipment and $209.7 million to other
assets. Prelim inary identification of other assets includes
computer software, agreements not to compete and goodwill,
to be amortized using the straight-line method over their re
spective useful lives of 5 to 40 years.
Pro forma data (unaudited) as though the acquisition had
been effective at the beginning of 1987 are as follows:
Year Ended December 31

Year ended June 30,
1988

1987

(unaudited)
Revenue ...........................................
Income before extraordinary item ....
Net income.......................................
Earnings per common and common
equivalent share:
Income before extraordinary item.
Net income..................................
Earnings per common sh a re assuming full dilution:
Income before extraordinary item.
Net income..................................

$823,192
34,859
35,319

$581,215
28,326
33,728

1.22

1.10

1.24

1.31

1.22

1.04
1.26

1.24

The pro forma results summarized above include adjust
ments for elim ination of intercompany transactions, amortiza
tion of intangible assets acquired and reduction of interest
income resulting from cash paid in the acquisition and are
based upon certain assumptions and estimates which the
Company believes are reasonable. These adjustments have
not been tax effected as the impact would be immaterial
considering the effective tax rate of the offshore subsidiary to
which the disk drive operations relate. The pro forma adjust
ments affecting net income are summarized as follows:
Year ended June 30,
1987

1988
(unaudited)
Amortization of intangible assets.......................
Elimination of intercompany profit included in
inventory........................................................
Reduction of interest income............................
Historical results of operations of Tandon Win
chester Disk Drive business..........................
Decrease in consolidated results of operations
as a result of pro forma adjustments............

$(2,584)

$ (3,876)

(418)
(372)

(837)

(4,736)

(7,381)

$(8,110)

$(12,094)

_

THE MEAD CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
H. Acquisition
On December 30, 1988, the company completed the ac
quisition of The Michie Company for $61 million in cash and a
$165.5 million Purchase Note. Michie is a publisher of state
statutes and other legal publications. The acquisition has
been accounted for as a purchase. Results of operations from
the effective date to year end are included in the statement of
earnings.

The net assets acquired are included in the balance sheet at
December 31, 1988, at values representing a preliminary

1988

1987

(All dollar amounts
in millions
except per share amounts)
(Unaudited)
Net sales.......................................................
Earnings from continuing operations............
Net earnings................................................
Net earnings per common and common
equivalent share.......................................

$4,498.0
343.9
332.5

$4,241.2
199.6
198.1

5.07

3.15

Leveraged Buy-Outs
INSILCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

(a) Basis of Presentation
On October 6 , 1988, INR Acquisition Corp. (“ INR” ) acquired
95% (on fully diluted basis) of the outstanding shares of com
mon stock, par value $1.00 per share, of Insilco Corporation, a
Connecticut corporation, pursuant to a tender offer (“Tender
Offer” ). On December 1 2 , 1988, INR was merged into Insilco
Corporation with Insilco Corporation being the surviving entity
(the “ Merger” ). The Tender O ffer and the Merger are referred
to herein as the “Acquisition.” Insilco Corporation prior to and
including September 3 0 , 1988 is referred to as the Predeces
sor and Insilco Corporation from and after October 1 , 1988 is
referred to as the Successor. The financial information con
tained herein relates to the Successor with respect to financial
position at December 3 1 , 1988, and results of operations and
cash flows for the three-month period ended December 31,
1988, and for the Predecessor with respect to information for
other periods. The financial information of the Successor re
flects purchase accounting in which the purchase price is
allocated to the underlying assets and liabilities of the Prede
cessor based upon their respective estimated fair values. The
financial information of the Predecessor is prepared using the
Predecessor’s historical cost. As a result, the consolidated
financial information for September 3 0 , 1988 and prior periods
is presented on a different cost basis than for the periods
subsequent to September 30, 1988 and, therefore, is not
comparable.
(2) Acquisition o f the Predecessor
The Acquisition was financed with paid-in capital, a tempo
rary bank loan and a subordinated bridge loan (see notes 4
and 6). Following the Acquisition, certain existing indebted
ness of the Predecessor was redeemed using the Predeces
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sor’s cash balance. Following the assumption of INR’s liabili
ties by the Successor, all expenses relating to the Acquisition
have been assumed or incurred by the Successor.
The Acquisition is being accounted for under the purchase
method of accounting. The total purchase cost of approx
imately $862 million has been allocated to the tangible and
identifiable intangible assets and liabilities acquired based
upon their estimated respective fair values. The allocation of
the purchase cost included in the accompanying Consolidated
Balance Sheet at December 3 1 , 1988 is preliminary. The final
values, which are not expected to differ significantly from
those set forth therein, will be determined upon completion of
certain valuations and studies.
Pro Forma Results of Operations (Unaudited): Had the
Acquisition, its related financing and the subsequent refinanc
ing transactions all occurred at the beginning of the years
presented, unaudited pro forma consolidated net sales and
results of continuing operations would have been as follows
(in thousands):

Net sales.............................................................
Loss from continuing operations.........................
Loss per share from continuing operations........

1988

1987

$753,197
S 58,446
$
1.15

639,747
49,616
0.86

The pro forma resuits of operations reflect the allocation of
the purchase price discussed above.
The pro forma data presented above does not purport to
represent what the results of operations would actually have
been if such transactions had, in fact, occurred at the begin
ning of the years presented, or to project results of operations
for any future period.
The Predecessor had previously entered into a merger
agreement with another entity contemplating the acquisition of
all shares of the Predecessor’s common stock. In order to
effect the Acquisition the Predecessor terminated that Agree
ment and paid a term ination fee of $25,000,000. In addition,
$2,860,000 was paid to outside advisors and legal counsel of
the Predecessor’s board of directors for evaluating merger
proposals and rendering legal advice. These fees are included
in the Predecessor’s consolidated results of operations for the
nine months ended September 30, 1988.

On January 2 9 , 1988, the acquisition subsidiary purchased
all of the outstanding common stock of the subsidiaries com
prising the Merita/Cotton’s division (Merita/Cotton’s Bakeries)
of American Bakeries Company. The M erita/Cotton’s Baker
ies are comprised of ten bakeries serving the Southeast. The
total acquisition cost of the M erita/Cotton’s Bakeries, including
related costs and fees, was $132,749,000. The results of
operations of the Merita/Cotton’s Bakeries are included in the
consolidated statements of operations since January 2 3 , 1988
(the effective date of such acquisition).
The purchase of the IBC and the Merita/Cotton’s Bakeries
common stock and the payment of related costs, fees, and
certain other items (including the refinancing of the debt initial
ly incurred related to the purchase of the IBC common stock)
were financed with bank borrowings of $258,000,000; sub
ordinated notes of $164,000,000; redeemable preferred
stocks of $47,906,000 (Note 5); and capital contributions of
$35,191,000 (Note 6). Fees and expenses paid to certain
affiliates of First Boston, Inc. and George K. Baum Group, Inc.
related to the transaction and financing thereof amounted to
$15,048,000.
Both acquisitions were accounted for as purchases. Ac
cordingly, allocations of the total acquisition costs to the net
assets acquired were made based on the fair value of such
assets and liabilities at the respective dates of acquisition.
Adjustments to these allocations, if any, are not expected to
affect significantly the consolidated financial statements.
Holdings was organized for purposes of the acquisition of
IBC and, prior to October 2 6 , 1987, had no significant assets
and did not engage in any activities, other than those inciden
tal to its formation and the acquisition of IBC. Holdings’ princi
pal asset is its investment in IBC. IBC’s financial information
included herein for periods before its acquisition on October
26, 1987 is referred to as “ Predecessor,” and the financial
information of Holdings and IBC subsequent to that date is
referred to as “ Successor.” As a result of both acquisitions,
the financial statements of Successor are not directly compa
rable to the historical cost basis financial statements of Prede
cessor.
The primary difference between Holdings’ and IBC’s finan
cial statements is the stock capitalization of the two com
panies. IBC’s common stockholders’ equity would be pre
sented as follows:

INTERSTATE BAKERIES CORPORATION (MAY)
(In Thousands)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1. Acquisitions and Basis o f Presentation

On October 26, 1987, control of Interstate Bakeries Cor
poration (IBC) was acquired from IBC’s public stockholders by
a wholly-owned acquisition subsidiary of IBC Holdings Corp.
(Holdings) through the purchase of approximately 88.9 per
cent of IBC’s outstanding common stock. Holdings is currently
owned by key executive employees of IBC and their financial
partners— affiliates of First Boston, Inc. and George K. Baum
Group, Inc. The IBC common stock was acquired pursuant to
a tender offer for up to 8,053,181 shares at $40.50 per share.
On April 2 9 , 1988, the acquisition subsidiary was merged with
and into IBC and each remaining outstanding share of IBC
common stock was converted into 1.62 shares of $3.50
cumulative exchangeable redeemable preferred stock. The
total acquisition cost of IBC was $363,855,000, including re
lated fees and expenses.

IBC common stock, par value $.10 per share; authorized
1,000,000 shares; issued and outstanding— 1,000 shares..
Additional paid-in capital.........................................................
Accumulated deficit.................................................................

$
—
29,024
(17,908)
$11,116

During the 21 weeks ended October 2 5 , 1987, Predecessor
incurred expenses of $15,908,000 related to the change in
control of IBC. These expenses consisted principally of costs
related to employee stock options and fees for financial advi
sor, legal, and other services.
The following unaudited pro forma information presents the
results of operations for the fifty-tw o weeks ended May 28,
1988 and May 3 0 , 1987, as though the acquisitions of IBC and
the M erita/Cotton’s Bakeries had occurred at the beginning of
each period presented. The information for the fiscal years
ended May 2 8 , 1988 and May 3 0 , 1987 includes the results of
operations of the M erita/Cotton’s Bakeries for their fiscal years
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ended December 26,1987 and December 27,1986, respec
tively. The pro forma results exclude the change in control
expenses discussed above.
(In Thousands,
Except Per Share Data)
Fifty-two Weeks Ended
May 28,
1988
Net sales........................................................
Net loss.........................................................
Net loss to common stockholders after pre
ferred stock dividends...............................
Loss per share...............................................

May 30,
1987

$1,013,566
(33,997)

$996,161
(31,385)

(41,141)
(4.53)

(38,529)
(4.24)

ingly, Successor has recorded the assets and liabilities of
P redecessor at estim ated fa ir values. The excess of
appraised fair market value of net assets acquired over pur
chase price was allocated to noncurrent assets. Because of
these adjustments, the accompanying consolidated financial
statements of Successor are not directly comparable to those
of Predecessor. The values assigned by Successor to Prede
cessor net assets are based upon prelim inary estimates and
may be revised during 1989, as additional information is
obtained.
The following table compares Predecessor and Successor
October 31, 1988 balance sheets. The changes reflect the
revaluations and changes in stockholders’ equity described
above.

Pro form a data does not purport to be indicative of the
results that would have been obtained had these events
actually occurred at the beginning of the periods presented
and is not intended to be a projection of future results.

Predecessor

Purchase
Adjustments

October 31,
1988
After
Purchase
Adjustments

Current assets.............
Investments and advances .....................
Property, net................
Discontinued operations— net................
Other assets.................

$1,073.9

$ 225.3

$1,299.2

(millions of dollars)

KAISER ALUMINUM & CHEMICAL CORPORATION
(DEC)
NOTES TO FINANCIAL STATEMENTS

(millions of dollars, except share amounts)
1. The M erger

On October 27,1988, the stockholders of KaiserTech Lim
ited (“ KaiserTech” ) approved and adopted an Amended and
Restated Agreement and Plan of Merger, dated as of May 22,
1988, by and among MAXXAM Group Inc. (“ MAXXAM”),
KaiserTech Acquisition Corporation (“ KaiserTech Acquisi
tion” ), and KaiserTech providing for the merger (the “ Merger” )
of KaiserTech Acquisition with and into KaiserTech. Kaiser
Aluminum & Chemical Corporation is a subsidiary of Kaiser
Tech and is referred to as “ Predecessor” prior to the Merger
and “ Successor” after the Merger. Predecessor and Succes
sor are also referred to collectively as “ Kaiser Aluminum” or
the “ Company.” MAXXAM is a wholly owned subsidiary of
MAXXAM Inc.
The acquisition of KaiserTech by MAXXAM was financed by
$925.0 principal amount of Senior and Senior Subordinated
Increasing Rate Notes due 1991 issued by KaiserTech. The
Com pany plans to use cash from operations and from
selected asset sales, together with existing cash balances, to
reduce debt to the point that outstanding borrowings of Kaiser
Tech and Kaiser Aluminum can be refinanced with new bor
rowings having more appropriate maturities and less restric
tive covenants.
2. Basis o f Presentation
MAXXAM acquired control of KaiserTech on October 28,
1988. However, for financial reporting purposes, the Merger is
deemed to have occurred on October 31,1988. The use of a
date for financial reporting purposes which is three days later
than the date of the Merger does not affect significantly the
financial statements of either Predecessor or Successor.
The Merger has been accounted for as a purchase as of
October 31,1988. Push-down accounting has been applied to
reflect the MAXXAM investment in KaiserTech equity securi
ties as stockholders’ equity of KaiserTech at November 1,
1988. This push-down adjustment has also been reflected in
stockholders’ equity of the Company (see Note 10). Accord

Successor

October 31,
1988
Before
Purchase
Adjustments

252.3
950.4

115.7
(288.3)

99.6
107.9

(99.6)
(47.0)

60.9

Total assets.............

$2,484.1

$ (93.9)

$2,390.2

Current liabilities..........
Long-term liabilities.....
Long-term debt............
Other noncurrent liabilitie s ..........................
Minority interests.........
Redeemable preference
stock.......................
Stockholders’ equity....

$ 628.0
151.1
640.9

$ (47.5)
37.6
(15.6)

$ 580.5
188.7
625.3

106.3
14.4

(106.3)

41.7
901.7

18.8
19.1

Total liabilities and
stockholders’
equity..................

$2,484.1

368.0
662.1

14.4

$ (93.9)

60.5
920.8

$2,390.2

S u cce sso r a n tic ip a te s th a t it w ill re ta in P re d e ce sso r ta x
b a sis fo r th e a ss e ts and lia b ilitie s a cq u ire d . B eca use th e fa ir
va lu e s o f c e rta in a ss e ts a c q u ire d a re h ig h e r th a n th e ta x b a sis,
a p o rtio n o f th e d e p re c ia tio n e xp e n se fo r fin a n c ia l re p o rtin g
pu rpo ses w ill n o t be d e d u c tib le fo r ta x re p o rtin g pu rpo ses. T o
th e e x te n t th a t th e lo w e r ta x b a sis re d u ce s th e fa ir v a lu e o f
c e rta in a sse ts an d lia b ilitie s , su ch re d u c tio n s ha ve be en ta ke n
in to c o n s id e ra tio n in d e te rm in in g fa ir va lu e s.
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Business Com binations

10. Stockholders’ Equity

Changes in stockholders’ equity were:
Preference
Stocks
$100 Par

Preference
Stock
$1 Par

Common
Stock

Additional
Capital

Currency
Translation
Adjustment

$13.2

$.6

$14.8

$316.5

$(3.4)

PREDECESSOR:
Balance, January 1, 1986..................................................................
Net loss.........................................................................................
Dividends— preference stocks........................................................
Supplemental retirement plan contributions (112,156 shares)......
Conversions (5,786 preference shares into 22,345 common
shares).....................................................................................
Stock options exercised (427,868 shares)....................................
Translation adjustments.................................................................
Redeemable preference stock accretion........................................

(.6)

.1

(6.0)

Balance, December 31, 1987...... ......................................................
Net income....................................................................................
Conversions (1,914 preference shares into 7,615 common shares
of KaiserTech)...........................................................................
Dividends:
Preference stock.......................................................................
Common stock..........................................................................
Redeemable preference stock accretion........................................
Employee compensation (stock options) paid by KaiserTech........
Translation adjustments.................................................................

11.2

Balance, October 31, 1988 ...............................................................
Eliminate Predecessor retained earnings.......................................
Push-down MAXXAM basis..........................................................
Purchase adjustment.....................................................................

11.0

.6

14.9

324.6

27.1

738.6
(354.9)
(4.1)

.8

(.8)
(.6)

.1

.6
.6
25.0
(3.0)
(21.9)

.6

15.0

351.6

5.2

376.6
175.7

.2

(.2)

(4.0)
(25.1)
(6.3)
6.4
(5.2)

.6

15.0

358.2
516.9

516.9
(516.9)

21.8
(2.7)
8.3

.6

15.0

896.9
28.1

.5

(.5)

(1.7)
$ 7.8

$.6

$15.0

$897.4

$ 26.4

Successor
Outstanding
December 31,
1988

Predecessor
Outstanding
December 31,
1987

Kaiser Alum inum C um ulative C onvertible Preference
Stocks, $100 par value (“ $100 Preference Stocks’’), restrict
acquisition of junior stock and payment of dividends. At De
cember 3 1 , 1988, such provisions were less restrictive as to
the payment of cash dividends than the 1986 credit agreement
provisions. Kaiser Aluminum has the option to redeem the
$100 Preference Stocks at par value plus accrued dividends.
The Company does not intend to issue any additional shares
of the $100 Preference Stocks.

26,949
21,176
33,980
21,209

28,449
22,704
39,913
21,466

The 4⅛ % and 4¾ % (1957 Series, 1959 Series, and 1966
Series) $100 Preference Stocks can be exchanged for cash of
$69.30, $77.84, $78.38, and $76.46, respectively.

The outstanding shares of Kaiser Aluminum preference
stocks, in descending order of seniority, were:

Preference, Cumulative Convertible,
$100 par:
4⅛% ..........................................
4¾% (1957 Series).......................
4¾% (1959 Series).......................
4 ¾ % (1966 Series).......................
Preference, $1 par, $5.25 Cumula
tive Convertible (1984 Series)—
$50 stated value.......................

.6
6.1
30.5

12.6

Balance, December 3 1 , 1988.............................................................

$781.0
(32.7)
(3.7)

1.4

Balance, December 31, 1986.............................................................
Net loss.........................................................................................
Dividends— preference stocks........................................................
Conversions (7,581 preference shares into 28,503 common
shares of Kaiser Aluminum).....................................................
Conversions (5,757 preference shares into 22,953 common
shares of KaiserTech)...............................................................
Stock options exercised (46,650 shares).....................................
Contributed capital........................................................................
Redeemable preference stock accretion........................................
Translation adjustments.................................................................

SUCCESSOR:
Balance, November 1 , 1988..............................................................
Net income....................................................................................
Conversions (7,304 preference shares into cash).........................
Redeemable preference stock accretion........................................

Retained
Earnings

600,000

600,000

In Septem ber 1987, KaiserTech purchased all 600,000
shares of the Kaiser Aluminum $5.25 Cumulative Convertible
(1984 Series) Preference Stock, $1 par value (“ 1984 Series
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Stock” ), from certain employee benefit plans for $36.4. These
shares each have a preference in liquidation of $50.

TABLE 1-11: CONTINGENCIES AND
COMMITMENTS

CONTINGENCIES AND COMMITMENTS
Statement o f Financial Accounting Standards No. 5 (Sec
tion C59 of FASB Accounting Standards— Current Text) de
fines a contingency as “ an existing condition, situation, or set
of circumstances involving uncertainty as to possible gain or
loss to an enterprise that w ill ultim ately be resolved when one
or more future events occur or fail to occur.” SFAS No. 5
supersedes Accounting Research Bulletin No. 50 as the au
thoritative pronouncement on accounting for and reporting
loss contingencies but reaffirm s the provisions of ARB No. 50
that apply to gain contingencies and to commitments.

Table 1-11 summarizes the various contingencies and
commitments (except leases which are summarized in Table
2-28) disclosed in the 1988 annual reports of the survey
companies. The balance sheets of 205 survey companies
showed a caption, w ithout an amount, for contingencies and/
or commitments.
Examples of contingency and commitment disclosures
follow. Additional examples of disclosures concerning sales of
receivables with recourse and obligations to maintain working
capital or restrict dividends are presented in connection with
Table 2-6 or Table 2-26, respectively. Examples of operating
loss carryforwards and investment credit carryfor wards are
presented with the discussion of income taxes.

LOSS CONTINGENCIES
Litigation
AMAX INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
18 (In Part): Contingencies and Commitments
On January 2 2 , 1988, an AMAX customer filed suit in the
United States District Court for the District of Oregon seeking
recission of a long-term supply agreement providing for the
sale of coal. Additionally, the suit seeks restitution of $17.7
million in prior payments and relief from $14.5 million in pres
ent obligations. AMAX believes that the lawsuit is without merit
and is opposing it vigorously.

THE AMERICAN SHIP BUILDING COMPANY (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
8. Litigation:

In 1984, the Company terminated a pension plan covering
its AmShip Division employees. Plan participants were fully
vested in their accrued benefits under the plan, the values of
which were determined under the plan’s benefit form ula by the
actuary. Participants and beneficiaries received either a lump
sum settlem ent or coverage under an annuity contract, pur
suant to their individual elections. Payment of these accrued
benefits was funded from plan assets. At the time of termina
tion, plan assets exceeded amounts necessary to fund bene-

Number of Companies

1988

1987

1986

1985

371

370

361

347

122
31
23
24
86

121
28
21
25
73

133
22
26
33
51

127
17
30
N/C
30

85
66
63
36

90
63
41
39

96
65
47
51

95
68
52
24

4
27

7
21

3
25

6
30

176

168

167

169

117
31
7

122
30
7

128
22
6

150
22
11

386
133
82
69
36

390
100
76
63

395
88
80

33

26

398
59
87
70
26

33

27
15
40

34
13
36

Loss Contingencies
Litigation...............................
Guarantees
Debt..................................
Lease payments................
Support agreements.........
Other ...............................
Letters of cred it....................
Sale of receivables with re
course ..............................
Possible tax assessment.......
Government regulations........
Insurance.............................
Renegotiation of government
contracts..........................
Other— described.................

Gain Contingencies
Operating loss carryforward..
Investment credit carryfor
ward .................................
Plaintiff litigation..................
Other— described.................

Commitments
Dividend restrictions.............
Hedge contracts....................
Plant expansion.....................
Purchase agreements............
Employment contracts..........
Additional payments in con
nection with an acquisition
Sale agreements....................
Other— described.................

10
37

66

22
19

33

N/C— Not Compiled.

fits due to the plan participants and beneficiaries under the
plan’s benefit form ula and term ination provisions. These ex
cess plan assets, totalling $3,537,000, were returned to the
Company by the plan trustee in fiscal 1984.
In January 1987, the Company was named as a defendant
in a lawsuit filed in the United States District Court, Northern
District of Ohio, by form er AmShip Division employees suing
on behalf of themselves and all other persons sim ilarly situ
ated. The plaintiffs allege that the excess plan assets should
have been distributed to the plan participants and benefi
ciaries. They seek recovery of the excess plan assets plus
interest, costs and attorneys fees and punitive damages of $8
million.
The Company is vigorously contesting this litigation, which
currently continues in the discovery stage. The Company
believes it has meritorious defenses to the allegations made
by the plaintiffs and no provision for loss has been made in the
accompanying financial statements.

Contingencies

The Company is engaged in numerous other legal actions
arising in the ordinary course of its business. The most preva
lent of such actions relate to the Company’s use of asbestos in
the repair and construction of ships from the 1940’s to the
1960’s. Reserves which the Company believes are appropri
ate have been established and, in the aggregate, are not
material to the Company’s financial position. With respect to
this litigation, the Company believes that it has adequate legal
defenses or insurance coverage and believes that the ultimate
outcome will not have a material adverse effect on the Com
pany’s consolidated financial position.

BROWN & SHARPE MANUFACTURING COMPANY
(DEC)
NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS

5. Contingencies
In December 1983, the Regional Director of the National
Labor Relations Board (NLRB), at the direction of the NLRB’s
General Counsel, issued a consolidated complaint against the
Company which alleged that the Company had committed
certain unfair labor practices relating to the International Asso
ciation of Machinists strike, which began in October 1981, at
its Rhode Island operations, and that this strike was, therefore,
an unfair labor practice strike rather than an economic strike.
During December 1987 and January 1988, an NLRB Adminis
trative Law Judge conducted a trial on all of the outstanding
unfair labor practice charges brought by the Union through
October 1983. The Company awaits the Judge’s decision in
this matter. The Adm inistrative Law Judge’s final decision can
be appealed by the Company, the Union, or the NLRB’s
General Counsel to the National Labor Relations Board. The
Company is unable, at this time, to estimate with any degree of
certainty the total damages. If any, which could result from any
adverse decisions in this litigation. The Company intends to
continue to vigorously defend against the complaint, and man
agement continues to believe that the Company will ultimately
prevail and that the final resolution of this complaint will not
have a material adverse impact on the Company’s financial
position.

CONSTAR INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(13) Litigation:

In August 1986 the Company’s Sewell Plastics subsidiary
commenced a lawsuit in the United States District Court for the
Western District of North Carolina against Coca-Cola USA, a
division of The Coca-Cola Company; Southeastern Contain
er, Inc., which m anufactures plastic soft drink containers
(“ Southeastern Container’’); and 33 Coca-Cola franchised
bottlers which are owners of Southeastern Container. The
complaint alleges that the bottler defendants, assisted by
Coca-Cola USA, have entered into arrangements with South
eastern Container which violate federal and state antitrust and
unfair trade practice laws. Sewell Plastics seeks damages in
excess of $17 m illion, before trebling, and an injunction. The
defendants have answered denying the material allegations of
the complaint. In 1986 the Company reached a settlement
with Wilmington Coca-Cola Bottling Works, Inc., one of the
defendant Coca-Cola bottlers.
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Southeastern Container has also asserted counterclaims
seeking damages and injunctive relief against Sewell Plastics
for allegedly interfering with W ilmington’s contractual obliga
tions to Southeastern Container, for abuse of process in
allegedly bringing the litigation for inappropriate commercial
purposes, and for alleged violations of state law.
Pretrial discovery has been substantially completed. In
September 1987 the defendants moved for summary judg
ment against Sewell Plastics on its claims, and in November
1987 Sewell Plastics also moved for partial summary judg
ment to have certain practices declared unlawful and for dis
missal of the counterclaims and certain defenses. In its Order
dated May 6 , 1988, the court found that although defendants’
conduct does not constitute a so-called p e r se' antitrust viola
tion, Sewell’s claims should proceed to trial against all defen
dants for determination whether antitrust violations were com
mitted under a “ rule of reason’’ analysis. The court also ruled
that material issues of fact required that defendants’ counter
claims be determined at trial. Thereafter, defendants made a
motion requesting reargument or reconsideration or to permit
an appeal of certain alleged controlling questions of law in
volved in the court’s decision. The court granted the motion,
permitting defendants to file an application with the U.S. Court
of Appeals for the Fourth Circuit requesting permission to
make the appeal. On September 6 , 1988, the Court of Appeals
denied defendants’ request, and on November 3, 1988, the
District Court scheduled trial to begin on March 2 8 , 1989. The
outcome or other effect (including the commercial impact, if
any) cannot be predicted.

DEAN FOODS COMPANY (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollar amounts in thousands unless otherwise noted)
Litigation
In February 1988, a civil antitrust action was filed by the
Florida Attorney General on behalf of school boards located in
thirty-two Florida counties. The complaint alleged that several
dairies and distributors, including three of the Company’s
subsidiaries, conspired to rig bids and allocate contracts to
supply milk from at least 1977 to 1987. In addition to this civil
action, a federal grand jury is investigating the pricing of
certain dairy products sold in Florida during the same period.

On August 1, 1988, the Company announced that it had
reached a settlement with state authorities on this matter. As a
result, the Company, based upon discussions with legal coun
sel, has accrued and charged to operations in the fourth
quarter, $9,025 to cover the anticipated cost of all Florida
pricing actions. The Company believes that the ultimate settle
ment of these and other unrelated claims and lawsuits will not
have a material adverse effect on the Company’s financial
position.
The Company has had well established policies requiring
strict compliance by all employees with all laws in the conduct
of the Company’s business. The Company will continue to
emphasize and enforce such policies of lawful and proper
conduct.
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DRESSER INDUSTRIES, INC. (OCT)
Notes to Consolidated Financial Statements
Note L— Commitments and Contingencies

Litigation
The Company has been engaged in patent-related litiga
tion with the Hughes Tool Company and its successor, Baker
Hughes Incorporated (Hughes). Hughes charged the Com
pany with infringement of two U.S. patents relating to structure
within a journal bearing rock bit. On July 2 1 , 1988, the Com
pany and Baker Hughes Incorporated reached an agreement
settling the litigation. Under the terms of the agreement, Baker
Hughes received the Company’s 27.66% interest in BJ-Titan
Services Company, a partnership owned by the Company and
Baker Hughes, and $23 million in cash. Based on this settle
ment, on August 1 , 1988, the District Court entered an order
dismissing the litigation.
The Company and its subsidiaries are involved in certain
other legal actions and claims arising in the ordinary course of
their business. It is the opinion of management (based on
advice of legal counsel) that such litigation and claims will be
resolved without material effect on the Company’s financial
position.
Other
The Company and certain subsidiaries are contingently
liable as guarantors of obligations aggregating approximately
$37.5 million at October 31, 1988.
Total rental and lease expense charged to earnings was
$73.1 million in 1988, $65.6 million in 1987 and $79.5 million in
1986. At October 31, 1988, the aggregate minimum annual
obligations under noncancelable leases were (in millions):
$34.6 for 1989; $29.0 for 1990; $25.2 for 1991; $19.6 for 1992;
$15.9 for 1993; and $80.3 for ail subsequent years. The lease
obligations relate prim arily to general and sales office space
and warehouses, including 15 years remaining on the lease
for office space in the Dresser-Cullen Venture (50% owned,
See Note B) building at a current annual rate of approximately
$4.2 million subject to escalation for operating costs. The
effect on the Company’s financial position or results of opera
tions would not be significant if existing capital type leases
were capitalized and amortized over the lease periods.

EKCO GROUP, INC. (DEC)
NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS
16 (In Part): Commitments and Contingencies
Stockholder Class Action
Four separate actions, each asserting violations of federal
securities law and common law arising from allegedly false
and m isleading statem ents contained in the Company’s
second and third quarter 1984 reports to stockholders and a
press release issued in February 1985, have been instituted in
the United States District Court for the District of New Hamp
shire against the Company, its then directors and Control Data
Corporation, its then principal stockholder. The first of such
actions was filed in June 1985. Each of the four actions has
been certified as a class action, and, on June 4, 1987, the
actions were consolidated. The plaintiffs are seeking an un
specified amount of monetary damages on behalf of all per-

sons who purchased the Company’s common stock between
September 1 8 ,1984 and March 2 1 , 1985. Based upon docu
ments produced in pre-trial discovery, it appears that the
plaintiffs w ill seek approximately $13.3 million in damages;
however, inasmuch as there are substantial unresolved
issues with respect to the persons who might be included in
the class, the methodology and assumptions upon which the
plaintiffs are expected to rely in calculating damages and other
matters relating to damages, a reasonable estimation of the
Company’s potential liability, if any, cannot be made at the
present stage of the proceedings. The Company’s insurance
carrier for directors and officers liability coverage has borne
substantially all of the expenses of defending against this
claim under an insurance policy with lim its which management
of the Company believes, although there can be no assur
ance, are sufficient to cover this claim. The Company believes
the complaint to be without merit and intends to defend the
action vigorously.

FEDERAL-MOGUL CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note L : Litigation

In June 1988, a trial court in Boston, Massachusetts issued
a decision against the Company in the amount of $28.5 million
in compensatory damages and interest. The Company in
tends to pursue all available remedies to set aside or reverse
this decision that the Company had breached a letter of intent
and committed unfair practices in selling a small division in
1981. In the opinion of the Company’s counsel, the decision
awarding the judgm ent is erroneous and should be reversed
or substantially reduced upon appeal. In management’s opin
ion, this judgment, when finally concluded, will not have a
material adverse effect on the consolidated financial position
of the Company.
The Company is involved in various other legal actions
arising in the normal course of business. After taking into
consideration legal counsel’s evaluation of such actions, man
agement is of the opinion that their outcome will not have a
significant effect on the Company’s consolidated financial
statements.

FOSTER WHEELER CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
2.
(In Part): In the ordinary course of business the Corpora
tion and its subsidiaries enter into contracts providing for
assessment of damages for non-performance or delays in
completion. Suits and claims have been or may be brought
against the Corporation by customers alleging deficiencies in
either equipment design or plant construction. If the various
suits presently pending were sustained in substantially the
amounts asserted, they would have a material adverse effect
on the Corporation’s financial condition and results of opera
tions. However, based on its knowledge of the facts and
circumstances relating to the Corporation’s liabilities, if any,
and to its insurance coverage, management believes that the
disposition of such suits will not result in charges against
assets or earnings m aterially in excess of amounts provided in
the accounts.

Contingencies

GUILFORD MILLS, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9. Contingencies:
In May 1988, a jury awarded $5.2 million to a former
employee of the Company for an alleged breach of contract
and wrongful term ination of employment. The Company has
appealed the judgm ent on the basis of errors in the judge’s
instructions to the jury and insufficiency of evidence to support
the amount of the jury’s award. The Company is vigorously
pursuing the appeal.
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breaches of the agreement pursuant to which Iroquois dis
posed of the segment and claims aggregate damages of
approximately $2,300,000 as a result thereof. The Company
is not in a position at this tim e to determine the impact of this
action, but does not believe that any future charge against
income is required as a result of this claim.

K MART CORPORATION (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Since it presently is not possible to determine the outcome
of these matters, no provision has been made in the financial
statements for their ultimate resolution. The resolution of the
appeal of the jury award could have a significant effect on the
Company’s earnings in the year that a determination is made;
however, in management’s opinion, the final resolution of all
legal matters w ill not have a material adverse effect on the
Company’s financial position.

(C) Contingency
In a lawsuit resuiting from a dispute with Fashion House,
Inc., a judgm ent was rendered against K mart Corporation in
the amount of $59 m illion plus interest, a total of $79 million at
January 2 5 , 1989. The dispute involved Fashion House acting
as a buying agent with respect to acquiring certain types of
apparel merchandise for K mart. K mart plans to appeal the
judgment. W hile management and legal counsel are presently
unable to predict the outcome or to estimate the amount of any
liability the company may have with respect to this lawsuit, it is
not expected that this matter w ill have a material adverse
effect on the company.

IROQUOIS BRANDS, LTD. (DEC)

PACIFIC RESOURCES, INC. (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

The Company and its subsidiaries are also involved in
various other litigation arising in the ordinary course of busi
ness.

Note 10 (In Part): Contingencies

In relation to the sale of the Chase Chemical Company
(Chase) plant located in Newark, New Jersey, the New Jersey
Environmental Cleanup Responsibility Act (“ ECRA” ) general
ly requires that approval of the New Jersey Department of
Environmental Protection (“ DEP” ) be obtained prior to a
transfer of industrial property. Alternately, to facilitate a trans
fer, the transferor may enter into an Adm inistrative Consent
Order (“ACO” ), and post financial assurances payable to DEP
in the event that the party obligated under an ACO defaults on
its ECRA compliance obligations. In connection with its sale of
the Newark plant, Schiff entered into an ACO and posted a
$3,000,000 bond in favor of the DEP (see Note 2). The Com
pany believes that the accrued restructuring charge in the
accompanying balance sheet is sufficient to meet this obliga
tion.

On June 9 , 1987 the United States Environmental Protec
tion Agency (EPA) issued a Notice of Violation (NOV) to
Chase alleging violations of the Clean Air Act. Subsequently,
in June 1988, the EPA commenced a civil action with respect
to the foregoing violation seeking civil penalties of approx
imately $641,000. The EPA alleges that Chase exceeded
applicable volatile organic substance emission limits. The
Company estimates that the cost to achieve compliance will
be $120,000; in addition the Company expects to settle the
EPA lawsuit for a civil penalty of $175,000 which w ill be paid in
1989. Both of the above amounts have been fully provided for
as of December 31, 1988.
In April 1987 a complaint was filed against Iroquois in the
United States District Court for the District of Minnesota by
Lyon Food Companies, Inc. which purchased Iroquois’ former
specialty food products segm ent. The com plaint alleges

Note 12 (In Part): Contingencies
In connection with an explosion and fire aboard the vessel
OMI Yukon on or about October 28, 1986, the U.S. Coast
Guard and the National Transportation Safety Board held that
the bunker fuel supplied by Hawaiian Independent Refinery,
Inc. (HIRI), a Company subsidiary, was one of the causes of
the fire and explosion. An action is pending involving the
Company, HIRI, the vessel owner and operator, and the cargo
surveyor in the U.S. District Court (USDC) in New York City,
wherein the vessel’s owner and operator are seeking $25
million for loss of the vessel, indemnity and contribution for
dam ages a sserted a g a in st them by a lle g e d ly injured
crewmembers and/or heirs of deceased crewmembers (the
“ claim ants” ), unspecified punitive damages, and expenses.
The claim ants have filed various claims in this proceeding
against the owner for about $22.5 m illion for compensatory
damages, $14 million in punitive damages, and costs. Some
claims are in an unspecified amount. Actions against the
Company, HIRI, and a cargo surveyor are pending in the
USDC in New York City, and in Hawaii (which has been
stayed), wherein certain claim ants are seeking compensatory
damages, ranging from $500,000 to unspecified amounts,
plus punitive damages and costs. An action is also pending by
claimants against the Company and HIRI and a cargo sur
veyor in the State Superior Court, San Francisco, for unspeci
fied compensatory and exemplary damages and costs (which
has also been stayed).

Special Counsel has informed the Company that, although
discovery is in its early stages and sufficient facts have not yet
been developed to establish a firm opinion on the above
matters involving the OMI Yukon, based on presently known
facts, they believe the Company and HIRI have substantial
defenses to any claim that their actions may have contributed
to the explosion and fire on the OMI Yukon; however. Special
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Counsel cannot predict with accuracy what final determination
may be made by a court.
Special Counsel also believes, based on presently known
facts, that it is unlikely that the amounts that may be recovered
in pending actions are likely to exceed the coverage provided
by various insurance policies.

The Corporation may also be liable with respect to certain
unfunded benefit commitments under the CSC pension plans,
in the event these plans are terminated and with respect to
certain health and life insurance benefits for certain retired
CSC employees and their dependents.

HARNISCHFEGER INDUSTRIES, INC. (OCT)
WESTINGHOUSE ELECTRIC CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 17 (In Part): Commitments and Contingent Liabilities

On December 1 , 1988, the Republic of the Philippines and
the Philippines National Power Corporation (NPC) filed a law
suit against Westinghouse in connection with the construction
of a nuclear power plant in the Philippines pursuant to a
contract with a subsidiary of the Corporation. Work on the
plant ceased prior to fuel loading, and the plant, which re
portedly has cost the Philippines in excess of $2.2 billion, has
never been operated. The Republic and NPC allege various
causes of action and seek substantial compensatory, treble
and punitive damages as well as other remedies, including
rescission of the contract for the plant and restitution of all
sums received by the Corporation and its subsidiary under the
contract. The Corporation has requested the United States
District Court in Newark, New Jersey, to stay proceedings in
this lawsuit pending arbitration under the Rules of Conciliation
and Arbitration of the International Chamber of Commerce.
The Corporation deems this lawsuit to be without merit.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollar amounts in thousands unless indicated)
Note 13-C ontingent Liabilities

In connection with the divestiture of the Construction Equip
ment Division, the Company guaranteed the three year bank
loan provided to Century II by certain banks. As of October 31,
1988, the Company was contingently liable to those financial
institutions for the $24,000 outstanding balance of the loan.
Century II has made all of their scheduled repayments to the
bank from the date of the loan through October 31, 1988.
The Company is a party to litigation matters, claims and
performance guarantees which are normal in the course of its
operations, and while the results of litigation, claims and
guarantees cannot be predicted with certainty, management
believes that the final outcome of such matters will not have a
m aterially adverse effect on the Company’s consolidated
financial position.

IPCO CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Guarantee Of Indebtedness Of Others
BRIGGS & STRATTON CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(7) Guarantees and Commitments:
The Company is a 50% guarantor on bank loans of an
unconsolidated Japanese joint venture for the manufacture of
engines which has not yet begun operations. These bank
loans totaled approximately $15,400,000 at June 30, 1988.

The Company has no other material commitments for
materials or capital expenditures at June 30, 1988.

COPPERWELD CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 7 (In Part): Discontinued Operations and Related
Party Transactions

Contingent Liabilities
Although they are separate entities, the Corporation is still
contingently liable for certain obligations of CSC. Principal
among these contingencies is the Corporation’s guarantee of
certain long-term debt commitments of CSC. Including the
current maturities of this guaranteed debt, the total at Decem
ber 31, 1988, was $6,075,000. The debt is payable through
the year 2002 with interest rates between 7¾ % and 13%.

Note 11 (In Part): Commitments and Contingencies

Guarantee: The Company is contingently liable for a mort
gage of approximately $3,016,000, attributable to the Com
pany’s form er headquarters, which was sold during fiscal
1976. In connection with the sale, the property was conveyed
to the buyer, subject to the mortgage on the property.

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments (In Part)

Under an agreem ent with a bank, the Company has
guaranteed the liabilities of an unrelated party in conjunction
with an interim credit agreement between the bank and the
unrelated party for financing construction of a manufacturing
facility. The Company expects to lease such facility upon its
completion. At June 3 0 , 1988, the amounts guaranteed by the
Company under this agreement aggregated $17 million.

Contingencies
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SUN COMPANY, INC. (DEC)

The company is actively engaged in discussions that it antici
pates will lead to the resale of a 50% interest in the project.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

In addition, the company has guaranteed repayment of
borrowings of certain unconsolidated affiliates accounted for
on the equity method. At year end, these guarantees totalled
$6.5 million.

13 (In Part): Commitments and Contingent Liabilities
Sun is contingently liable under various arrangements
which guarantee debt of associated companies and others
aggregating approximately $62 million at December 3 1 , 1988
and maturing at various dates through 2013. Management
considers that losses, if any, from these guarantees would not
be significant.

SUPER VALU STORES, INC. (FEB)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
H. Commitments and Contingencies:
The company has guaranteed mortgage loan obligations of
$1,628,000. The company has also guaranteed the leases
and fixture financing loans of various affiliated retailers
($14,919,000 and $10,767,000, respectively). In addition, the
company is contingently liable for bonds ($13,849,000) that
are comprised of an assignment to the purchasers of its Harri
son House Food Service Division ($1,840,000), various affili
ated locations ($10,859,000) and a tax increm ent bond
($1,150,000).

UNITED TECHNOLOGIES CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 15 (In Part): Commitments and Contingent Liabilities:
At December 3 1 , 1988, the Corporation had approximately
$360 million of guarantees outstanding related to various
commercial aircraft engine customer financing arrangements.
These guarantees may extend for fifteen years or more and
may have been used by the airline customers to obtain more
favorable financing terms than would otherwise be available.
The estimated fair market values at December 3 1 , 1988 of the
aircraft underlying these guarantees equaled or exceeded the
related guarantee amount.

THE ALLEN GROUP INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10 (In Part): Commitments and Contingencies
The Company was contingently liable to financing institu
tions, principally for custom ers’ obligations, in the aggregate
amount of approximately $720,000 at December 31, 1988.
Losses, if any, under these arrangements are not expected to
be significant. The Company is also contingently liable to its
insurance carrier under its workm en’s compensation and
liability policies. In connection therewith, the Company has
provided a letter of credit in the amount of $9,250,000.

In connection with the sale of its specialty rubber products
operations (see Note 15), the Company is contingently liable
to the purchaser in the maximum amount of approximately
$2,000,000 for certain specified and unknown liabilities (for
which the Company receives written notice by June 3 0 , 1990),
and remains as guarantor under certain long-term leases
assigned to the purchasing company. In connection with the
sale of its West German leasing operations (see Note 15), the
Company is contingently liable to the purchaser of its lease
receivables in the amount of approximately $16,000,000 at
December 3 1 , 1988 pursuant to recourse provisions relating
to the sale of substantially all of its West German lease receiv
ables. The Company’s contingent liability has been guaran
teed by a European financial institution, which may request
that this obligation be collateralized with either a cash deposit
or letter of credit if it believes that the Company’s prospect for
meeting its obligation is impaired. The Allen Group Leasing
Corp. is contingently liable to a financial institution in the
amount of approximately $1,700,000 pursuant to recourse
provisions relating to certain sales of portions of its lease
receivables. Losses, if any, in connection with any of these
agreements in excess of amounts provided in the financial
statements are not expected to be significant.

Guarantees Other Than Guarantees Of
Indebtedness

FRUIT OF THE LOOM, INC. (DEC)

AIR PRODUCTS AND CHEMICALS, INC. (SEP)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
14 (In Part): Other Commitments and Contingencies
During 1988, a general partnership in which subsidiaries of
Air Products have a 100% interest completed construction of a
facility located in Stockton, California, that burns solid fuel and
produces steam and electricity. Although the project debt of
$89 million has only limited recourse to the partners as defined
in the project contracts, Air Products has undertaken specific
performance guarantees under operating and maintenance
contracts which, failing adequate performance, could give rise
to an obligation of Air Products to assume 100% of the debt.

Contingent Liabilities
Fruit of the Loom and its subsidiaries are involved in certain
legal actions and claims on a variety of matters, including
environmental matters relating to discontinued operations.
Fruit of the Loom also remains contingently liable at Decem
ber 3 1 , 1988 for $88,800,000 ($104,000,000 at December 31,
1987) of certain obligations of form er subsidiaries of Fruit of
the Loom. The obligations of the form er subsidiaries relate
primarily to future minimum lease payments under operating
leases and do not consider the value of the underlying leased
property. It is the opinion of management that such actions
and claims will not have a material effect on the business or
financial condition of Fruit of the Loom.

68

Section 1: G eneral

HERMAN MILLER, INC. (MAY)

Letters Of Credit

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

HASBRO, INC. (DEC)

Operating Leases

The company and its subsidiaries lease real property and
equipment under agreements which expire at various dates.
Some leases contain renewal provisions and generally re
quire the company to pay utilities, insurance, taxes and other
operating expenses.
The following is a schedule of future minimum rental pay
ments (in thousands) required under operating leases that
have initial or remaining noncancelable lease terms in excess
of one year as of May 28, 1988:
Amount
$15,824............................................................
12,755............................................................
10,751............................................................
8,550............................................................
7,136............................................................
27,552............................................................
$83,538............................................................

Fiscal Year
1989
1990
1991
1992
1993
Thereafter
Total

Total rental expense charged to operations was approx
imately $17,200,000 in 1988and $14,400,000 in both 1987
and 1986. Substantially all such rentalexpense represented
the minimum rental payments under operating leases.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Thousands of Dollars)
(14)

Commitments and Contingencies

The Company had unused open letters of credit of $25,361
and $16,321 at December 2 5 , 1988 and December 2 7 , 1987,
respectively.
The Company uses forward exchange contracts to purch
ase foreign currencies. Among these were outstanding con
tracts to purchase 761 m illion Hong Kong dollars at December
2 5 , 1988 and 17 million Dutch guilders and 491 million Hong
Kong dollars at December 2 7 , 1987. Such contracts are ad
justed to m arket value where applicable. The aggregate
amount of gains and losses resulting from these and other
foreign currency transactions was not material.
The Company is involved in various claims and legal ac
tions arising in the ordinary course of business. In the opinion
of management, the ultim ate disposition of these matters will
not have a material adverse effect on the Company’s consoli
dated financial condition.

INSPIRATION RESOURCES CORPORATION (DEC)

In addition to the above, at May 2 8 , 1988, the company has
guaranteed the leases of certain contract office furniture deal
ersh ip s. The lease paym ents through May 1993 to ta l
$12,800,000 and $1,700,000 for the years thereafter. The
company is not aware of any potential failure on the part of
these dealerships to meet the term s of their obligations, and
does not anticipate any expenditures to be incurred in connec
tion with its guarantees.

At December 3 1 , 1988, the Corporation had letters of credit
outstanding totaling $47.1 million, which guarantee various
insurance and financing activities.

TYSON FOODS, INC. (SEP)

PHILLIPS-VAN HEUSEN CORPORATION (JAN)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Dollar amounts in thousands)

Note 6 (In Part): Commitments

Lease Guarantees
The company is guarantor of leases under an agreement
involving some of its poultry growers and a leasing company.
As security, the company holds mortgages on the real proper
ty where the facilities are located and cash deposits paid by
the poultry growers. At October 1 , 1988, $22.2 million of these
leases were guaranteed by the company. The terms of these
leases are up to 7 years. The amount guaranteed by the
company reduces during the 7 year term as the outstanding
balance of the lease declines.

NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS
14 (In Part): Commitments and Contingencies

Other Comments
The Company has available letter of credit facilities from its
lending banks totaling $90,000 of which $51,000 was utilized
at January 2 9 , 1989.

The Company is a party to certain litigation which, in man
agement’s judgm ent based on the opinion of legal counsel,
will not have a material adverse effect on the Company’s
financial position.

THE RYMER COMPANY (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
17 (In Part): Commitments and Contingencies

The Company had letters of credit outstanding totalling
$799,000 and $727,000 at October 2 9 , 1988 and October 31,
1987, respectively. These letters of credit were issued primari
ly for the purchase of inventory from foreign sources.

Contingencies
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SANMARK-STARDUST INC. (JUN)

BARNES GROUP INC. (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Note 9 (In Part): Commitments and Contingent Liabilities
a. The Company was contingently liable for outstanding
letters of credit in the amount of approximately $2,750,000 at
June 30, 1988.

(D ollar am ounts included in the notes are stated in
thousands)

UNITED MERCHANTS AND MANUFACTURERS,
INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 9 (In Part): Commitments and Contingencies
At June 3 0 , 1988, sundry guarantees and other contingent
liabilities approximated $8,900,000. The Company had appro
ximately $30,000,000 (including $7,346,000 for the Etienne
Aigner division) of letters of credit outstanding at June 30,
1988.

Possible Tax Assessments
ASTROSYSTEMS, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS
6.
The Internal Revenue Service has examined the Com
pany’s tax returns for the tax years ended August 3 1 , 1986,
1985,1984 and 1983, and has proposed certain adjustments
prim arily in connection with amortization and interest on the
license discussed in note E[5] above.

The proposed adjustments include interest and penalties of
approximately $3,050,000 and $1,100,000 respectively. Man
agement believes that the Company has a valid defense
against these claim s and is vigorously contesting them. The
ultimate outcome of this matter cannot presently be deter
mined. Accordingly, no provision for the interest and penalties
has been made in the accompanying financial statements.

THE BARDEN CORPORATION (OCT)
NOTES TO FINANCIAL STATEMENTS
Note I— The Company’s Connecticut income tax returns for
its 1982,1983 and 1984 fiscal years have been examined by
the Connecticut Department of Revenue Services. Although
the Company has not yet received a written report, the ex
amining agent has stated that he will propose a deficiency of
approximately $980,000 which, with interest to date, would
total approximately $1,800,000. The basis for the proposed
deficiency is a change in the State’s interpretation of the way
income is allocated to Connecticut. The Company intends to
challenge vigorously any such proposed deficiency. The
State’s position, if upheld, could be expected to impact the
fiscal years of the Company after 1984. Management of the
Company believes that the ultim ate outcome of this m atter will
have no material adverse effect on the Company’s financial
position.

6 (In Part): Income Taxes
The Internal Revenue Service has completed its examina
tions of the Company’s Federal income tax returns through
1985. As a result, the IRS has proposed adjustments of
$7,000 in additional taxes for the years 1978 through 1985
relating to the Company’s allocation of the purchase price of
acquisitions made during 1978 through 1982. The IRS also
proposed adjustments that could result in $14,000 of addition
al taxes for the years 1983 and 1984, relating to the Com
pany’s deduction of losses for the divestiture of its European
manufacturing operations in 1983. For the year 1985, the IRS
has proposed an additional assessment of $2,100 relating to
the Company’s deduction of an abandonment loss on goodwill
in connection with its Globe Distribution division which was
sold in 1985. Portions of these proposed adjustments were
paid to the IRS In 1987 and prior years; however, manage
ment is contesting these proposed adjustments, and in its
opinion, the ultimate resolution thereof will not have a material
effect on either the financial position or the results of opera
tions of the Company.

CINCINNATI MILACRON INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Contingencies
During 1988, the internal Revenue Service (IRS) com
pleted its examination of the company’s federal income tax
returns for 1981 through 1983. The IRS has proposed various
adjustments, the most significant of which include the tim ing of
recognition of revenue and valuation of inventories. The prop
osed adjustments for taxes and penalties, including interest
through December 3 1 , 1988, net of tax operating loss carry
backs, amount to approximately $31 million. The company is
vigorously contesting the proposed adjustments and has pro
tested such adjustments to the Appellate Division of the IRS.
Management of the company and independent tax counsel
believe that certain of the IRS’s proposed adjustments are
without merit, or the company has meritorious defenses avail
able to it, and that for other proposed adjustments the IRS’s
position is unlikely to be sustained in the amounts proposed.

CLARK EQUIPMENT COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Contingencies (In Part)
In 1988, the United States Tax Court rendered an opinion
upholding Internal Revenue Service proposed deficiencies of
income taxes and interest of approximately $15.8 million for
tax years 1974 through 1977. The Company intends to appeal
the tax court’s decision. The Internal Revenue Service is also
examining tax years 1978 through 1985 and has proposed
additional deficiencies of income taxes and interest of approx
imately $31.9 million related to these years and other issues in

70

Section 1: G eneral

the earlier years not covered by the tax court’s decision. These
proposed deficiencies are being contested by the Company.
Based upon the Company’s analysis of the deficiency notices,
management believes that adequate provision has been
made for additional taxes that may ultim ately result from the
tax court opinion. Additional taxes that may arise from other
proposed deficiencies would not have a material adverse
effect on the consolidated financial statements.

Receivables Sold With Recourse
DEERE & COMPANY (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments and Contingent Liabilities

On October 31, 1988, certain foreign subsidiaries were
contingently liable for approximately $23 million of receivables
discounted with financial institutions. In addition, such foreign
subsidiaries have pledged assets with a balance sheet value
of $48 million as collateral for bank advances of $9 million.
Also, at October 3 1 , 1988, the company and its subsidiaries
had commitments of approximately $52 million for construc
tion and acquisition of property and equipment.
At October 31, 1988, the company had guaranteed the
principal and interest on $70 million of commercial paper
issued by John Deere Finance Limited, Canada.

FLEMING COMPANIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Contingencies (In Part)

Certain notes receivable entered into by the company’s
finance division have been sold, with limited recourse, to third
parties. The outstanding balance on such notes held by third
parties is $44.6 m illion, of which the company has a contingent
liability of $22.6 m illion should all the notes become uncollect
ible.

RALSTON PURINA COMPANY (SEP)
NOTES TO FINANCIAL STATEMENTS
(Dollars in millions)
Commitments and Contingencies (In Part)

Other Contingencies
In June 1987, the Company entered into a five-year $300.0
notional amount interest rate swap transaction to fix the rate of
interest earned on the Company’s current and short-term cash
and marketable securities position. In lieu of periodic fixed rate
payments, the Company elected to receive a single cash
payment of $103.7 representing the present value of the total
fixed rate payments to be received over the term. The unamor
tized balance of this payment is included in Other Liabilities as
a deferred credit. The Company in turn makes quarterly pay
ments based upon a LIBOR-related floating rate. Because the
level of the Company’s cash and marketable securities fluctu
ates below $300.0, the swap is subject to market value adjust
ments as changes occur in prevailing short-term interest
rates. In a separate transaction, the Company purchased an
8% interest rate cap on $200.0 of the notional amount to
reduce its exposure to significant increases in the floating rate.
The Company sells certain of its trade accounts receivable
to others subject to defined limited recourse provisions. The
Company is responsible for collection of the accounts and
remits the proceeds to the purchaser on a monthly basis.
During 1988, the Company sold, on average, accounts total
ing $50.0 each month. At September 3 0 , 1988, $.7 of trans
ferred receivables were outstanding and subject to recourse
provisions.
During 1986, the Company sold $47.7 of long-term notes
receivable subject to defined recourse provisions which in
clude the repurchase by the Company of delinquent notes.
The Company is responsible for collection of the accounts and
remits the principal amount collected plus a floating rate of
interest to the purchaser on a monthly basis. At September 30,
1988, $16.3 of the notes remain uncollected and subject to
recourse provisions.

THE STANLEY WORKS (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note N— Contingencies

THE PILLSBURY COMPANY (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
13. Other Commitments and Contingent Liabilities
The Company and certain subsidiaries are parties to legal
proceedings and guarantees of debt arising in the ordinary
course of business. In addition, the Company and certain
subsidiaries have sold, with limited recourse, notes receivable
for $10.1 million and $26.5 million in Fiscal 1987 and 1986,
respectively. The remaining uncollected balances at May 31,
1988 and 1987, were $31.2 million and $44.3 million, respec
tively. In the opinion of management, disposition of these
matters will not m aterially affect the Company’s consolidated
financial position.

The Company is a party to a number of proceedings before
federal and state regulatory agencies relating to environmen
tal cleanup, prim arily in connection with the closure or sale of
plants. Also, the Company, along with many other companies,
has been named as a potentially responsible party in a num
ber of adm inistrative proceedings for the cleanup of various
waste sites, including some Superfund sites. In the normal
course of business, the Company is also involved in various
lawsuits and claims. The Company does not expect that the
resolution of these m atters w ill have a material effect on the
Company’s consolidated financial position.
As of December 3 1 , 1988 and January 2 , 1988, the Com
pany is contingently liable for customer receivables sold with
recourse in the amount of approximately $62,000,000 and
$47,000,000, respectively. Provisions have been made to
cover anticipated losses.

Contingencies

WINNEBAGO INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8 (In Part): Contingent Liabilities and C om m itm ents
It is customary practice for companies in the recreation
vehicle industry to enter into repurchase agreements with
lending institutions which have provided wholesale floor plan
financing to dealers. The Company’s agreements provide for
the repurchase of its products from the financing institution in
the event of repossession upon a dealer’s default. The Com
pany follows the policy of repurchasing WAC’s repossessions
at their wholesale value on the date of repurchase. In addition
to any indirect exposure the Company may have on WAC’s
re ce iva b le s ($ 3 6 ,7 1 7 ,0 0 0 a t A u gu st 27, 1988 and
$43,748,000 at August 2 9 , 1987), the Company was contin
gently liable for approximately $43,076,000 and $51,187,000
under repurchase agreements with other lending institutions
as of August 27, 1988 and August 2 9 , 1987, respectively.

Government Regulations
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amount of such additional expenditures. The Company is
involved in various environmental and other administrative or
judicial actions initiated by governmental agencies. While it is
not possible to predict the results of these matters, they are not
expected to m aterially affect the Company’s financial position.

MAXUS ENERGY CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments and Contingencies (In Part)
In 1984, the Company, working with the New Jersey De
partment of Environmental Protection, signed orders to clean
up the Newark plant and surrounding neighborhood. The
neighborhood cleanup is substantially finished. The Depart
ment of Environmental Protection and the U.S. Environmental
Protection Agency have issued a record of decision which
follows the Company’s recommended remedial action plan for
the plant site, and a consent decree under which the Company
will agree to implement the plan is now being negotiated with
the State of New Jersey and the United States. The plan
projects an expected cost of approximately $10.0 million and
is anticipated to begin in 1989.

THE BOEING COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 12 (In Part): Contingencies
The Company is also involved in various stages of inves
tigation and cleanup relative to environmental protection mat
ters, some of which relate to waste disposal sites. The poten
tial costs related to such matters and the possible impact
thereof on future operations are uncertain due in part to: the
uncertainty as to the extent of pollution; the complexity of
Government laws and regulations and their interpretations;
the varying costs and effectiveness of alternative cleanup
technologies and methods; the uncertain level of insurance or
other types of recovery; and the questionable level of the
Company’s involvement.

In addition, the Company is subject to several U.S. Govern
ment investigations of business practices and cost classifica
tion from which legal or adm inistrative proceedings could
result. Based upon Government procurement regulations,
under certain circumstances, a contractor can be fined, as well
as be suspended or debarred from Government contracts.
The Company does not believe, based upon the informa
tion available at this time, that the outcome of the matters
discussed above will have a material adverse effect on its
financial position.

INLAND STEEL INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 15 (In Part): Commitments and Contingencies
It is anticipated that the Company will spend substantial
amounts for the construction and operation of air and water
pollution control facilities in the years ahead to comply with
Federal, state and local laws and regulations. Because of the
frequent changes in laws and regulations and the uncertain
ties thereunder, the Company cannot accurately predict the

ROHM AND HAAS COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 19 (In Part): Contingent Liabilities, Guarantees and
Commitments
The company is a named party in several government
enforcement and private actions associated with old waste
disposal sites, some of which are on the U.S. Environmental
Protection Agency’s Superfund priority list. These actions
seek cleanup costs and, in some cases, damages for alleged
personal injury or property damage. In addition, the company
has been identified by government authorities as potentially
responsible for cleanup costs at other waste disposal sites.
The company has accrued the net present value of the antici
pated future costs for remediation of waste disposal sites. The
accruals were $5 million, $12 million and $12 m illion in 1988,
1987 and 1986. Under terms of the 1987 sale of its Blazer
herbicide business to BASF Corporation, the company agreed
to indemnify BASF in connection with the pending patent
litigation related to Blazer. The trial in the patent litigation case
between Rohm and Haas and Rhone-Poulenc relating to
Blazer herbicide concluded on November 3 , 1988. A decision
is anticipated in mid-1989. Rhone-Poulenc is claiming royal
ties on all sales of Blazer since 1980, plus interest. Rohm and
Haas continues to believe that Rhone-Poulenc patents will be
held invalid by the court. The company and its subsidiaries are
parties to other litigation arising out of the ordinary conduct of
its business. Although the ultimate outcome is not determin
able at this tim e, it is the company’s opinion that the resolution
of all pending lawsuits and claims will not have a material
adverse effect, individually or in the aggregate, upon the con
solidated financial position of the company.
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SPARTON CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9. Adm inistrative Proceedings

As previously disclosed, the Company was the subject of a
U.S. Government crim inal investigation of possible procure
ment law violations. In July 1988, the Company was advised
by the U.S. Government investigators that they had term inat
ed their investigation with no adverse findings.

TECUMSEH PRODUCTS COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11. Contingent Liabilities
Various lawsuits and claims, including those involving
ordinary routine litigation incidental to its business, to which
the Company is a party, are pending, or have been asserted,
against the Company. In addition, the Company was advised
in 1985 that the United States Environmental Protection Agen
cy had determined the existence of PCBs in a river and harbor
near Sheboygan, W isconsin, and that the Company, as well
as others, allegedly contributed to that contamination, it is not
presently possible to determine with certainty what corrective
action, if any, will be required, what portion of any costs thereof
will be attributable to the Company, or whether all or any
portion of such costs will be covered by insurance or will be
recoverable from others. Although the outcome of these mat
ters cannot be predicted with certainty, and some of them may
be disposed of unfavorably to the Company, management has
no reason to believe that their disposition w ill have a m aterially
adverse effect on the consolidated financial position of the
Company.

UNISYS CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
18. Litigation

There are various actions or claims which have been
brought or asserted against the Company. After consultation
with counsel, management does not consider such actions or
claims to be material to the Company’s consolidated financial
position.
Various actions or claims have been brought or asserted or
may be contemplated by government authorities against the
Company. Among these is a potential action by government
authorities against the Com pany in connection w ith an
ongoing grand jury investigation in the Eastern District of
Virginia relating to allegations of fraud in the defense procure
ment process which could lead to suspension of the Company
or one or more of its units, pending completion of proceedings,
from receiving awards of Federal government contracts. If
adversely determined, such action could Involve the imposi
tion of fines and other penalties, including civil damages,
obligations to reimburse the Federal government or debar
ment of the Company or one or more of its units for a period of
up to three years from receiving awards of Federal govern
ment contracts. Based on internal reviews and after consulta
tion with counsel, the Company does not possess sufficient

information to reasonably estimate what loss the Company
may sustain in the form of a fine or civil judgm ent as a con
sequence of the investigation. As a result, the Company has
not been able to identify the existence of a material loss
contingency arising therefrom.

Insurance Coverage
ABBOTT LABORATORIES (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 9— Liability Insurance

The Company’s liability insurance coverage (including
product liability insurance coverage) for events occurring on
and after January 1 , 1986 is substantially less than insurance
coverage for events occurring prior to that date. The reduction
in insurance coverage results from a general decline in the
availability of and a significant increase in the cost of liability
insurance.

GENERAL SIGNAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
11 (In Part): Contingencies and Commitments

Insurance
The company’s general and product liability insurance prog
ram, with respect to insured events ocurring during the period
from April 1 , 1986 to April 1 , 1987, lacked coverage in several
intermediate layers. These gaps in insurance coverage avail
able to the company reflected trends in liability insurance
generally at that time and were not unique to the company,
whose experience has historically been satisfactory.
The company has been able to eliminate these gaps. No
significant claims have been asserted against the company
that relate to this period of reduced coverage. However, if such
claims were to be asserted, the lower levels of coverage would
apply to such claims.

RAYTHEON COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note J (In Part): Commitments and Contingencies
Due to the reduced availability and increased cost of insur
ance, the company, through its Beech Aircraft Corporation
subsidiary, has been unable to purchase aircraft liability
coverage in amounts or upon term s that have been traditional
ly available. Accordingly, since 1985, management has deter
mined that the company w ill retain higher levels of coverage.
Retained coverage not provided for amounted to $40 million in
1988, $39 million in 1987, $30 million in 1986, and $16 million
in prior years.
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Contingencies

Unasserted Claims

or related development, may have on the future results or
financial condition of the Company.

AMETEK, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
11. Contingencies
In connection with the spin-off of Ketema, the Company and
Ketema have agreed that certain presently unknown contin
gent liabilities which may arise out of the transferred assets or
the conduct of the Ketema operations, or which are not in
curred in the ordinary course of business, shall be obligations
of Ketema only to the extent of the first $5 million, and one-half
of the next $10 million. The Company and Ketema have
agreed to indemnify each other against claims or damages
arising from liabilities for which each has agreed to be re
sponsible. However, to the extent liabilities are covered by
insurance of the Company, only one-half of the first $200,000
in any individual case shall be the responsibility of Ketema. In
addition, commencing on the spin-off date, the Company and
Ketema w ill each bear one-half of the fees and disbursements
of special counsel retained in connection with the Aerospace
& Electronics investigation (See below.) for a designated
period.

Ketem a’s Aerospace & Electronics division (form erly
known as the Straza division) is currently the focus of an
investigation by a Federal Grand Jury. In late 1987 and in May
1988, pursuant to search warrants, U.S. government agents
removed documents related to Aerospace & Electronics from
the division’s California facility and from the Company’s op
erations headquarters in Pennsylvania. No charges have
been brought against the Company, Ketema or their em
ployees.

Labor Disputes
UNITED FOODS, INC. (FEB)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11 (In Part): Commitments and Contingencies

A. Labor Disputes
During the year ended February 29, 1988, the Company
experienced labor disputes at three of its plants. An agree
ment was reached at one of the three facilities. However,
negotiations between the Company and the unions have not
produced an acceptable settlem ent at the two other locations
and, as a result, strikes are ongoing at these facilities which
the Company is operating with employees who are not honor
ing the strikes. Management does not believe these labor
strikes w ill have a long-term material adverse effect upon the
Company’s financial position or results of operations.

GAIN CONTINGENCIES
Plaintiff Litigation
ANCHOR GLASS CONTAINER CORPORATION
(DEC)
NOTES TO FINANCIAL STATEMENTS

Trade Acceptances Sold With Recourse
CONAGRA, INC. (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5 (In Part): Short-Term C redit Facilities and Borrowings

In connection with its trading activities, the Company, from
time to time, sells certain trade acceptances subject to re
course provisions. At May 2 9 , 1988, the Company remained
contingently liable for approximately $43,000,000 of these
acceptances.

Unsolicited Takeover Offer
PENNWALT CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
17 (In Part): Commitments and Contingencies
On December 1 3 , 1988 Centaur Partners initiated an un
solicited $100 per share offer for the outstanding shares of the
Company. On February 1 4 ,1989, this offer was raised to $110
per share. At this tim e, the Company is unable to predict the
outcome of this offer, or the impact that this or any other offer,

Note 11— Contingencies
On September 3 , 1987 the Company filed suit in the United
States District Court for the Southern District of Mississippi
against Stand Energy Corporation (Stand) seeking cancella
tion of certain long-term contracts with Stand for the purchase
of natural gas at various Diamond-Bathurst glass manufactur
ing plants. The complaint, as amended, alleges fraudulent
m isrepresentations and omissions by Stand in procuring such
contracts and seeks to recover actual damages of approx
imately $3 m illion for fraud and breach of contractual duties,
treble damages for violation of the Racketeer Influenced and
Corrupt Organizations Act (RICO) and the Robinson-Patman
Act and punitive damages of $1 million. Pending the outcome
of the litigation, the Company suspended purchases under
those contracts effective August 3 1 , 1987. Stand has filed an
amended counterclaim for breach of contract seeking actual
damages of $15.6 m illion, treble damages under RICO and
punitive damages of $45 million. It is the opinion of the Com
pany, based upon the investigations made to date of the facts
and legal issues involved and consultations with outside coun
sel, that the contracts were voidable and that the Company
was correct in suspending purchases thereunder, and that the
counterclaim of Stand is without merit. The Company has
moved for summary judgm ent that the contracts are void and
that Stand’s counterclaim s should be dismissed. The Com
pany intends to vigorously pursue its original suit and defend
the counterclaim. The Company believes that the ultimate
outcome of this lawsuit w ill not m aterially affect its financial
position.
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THE COASTAL CORPORATION (DEC)

MEDTRONIC, INC. (APR)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Note 12 (In Part): Litigation and Regulatory M atters

Litigation Against Natural Gas Pipeline Company of America
On May 2 9 , 1987, a federal district court in Wyoming upheld
an earlier judgm ent by a trial jury and awarded $412 million in
damages, plus interest, to a Coastal subsidiary, Colorado
Interstate Gas Company, in a breach of contract, tort and
antitrust suit against Natural Gas Pipeline Company of Amer
ica, a unit of Occidental Petroleum Corporation. The court
denied all post-trial motions by Natural Gas Pipeline and
affirmed the jury’s verdict awarding damages to Colorado
Interstate. At the same time, the court reduced the award from
$549 million to $412 m illion by elim inating the trebling of a
portion of the damages for future lost profits and part of the
damages for interference with a contract. The judgm ent of the
court is on appeal. There can be no assurance as to the final
outcome of this case.

CYPRUS MINERALS COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10 (In Part): Contingencies
In November 1987, Cyprus filed a $1.07 billion claim
against LTV Steel and The LTV Corporation for damages due
to lost profits from rejected contracts and for unpaid receiv
ables. LTV filed an objection to this claim during 1988. This
claim will be subject to review and approval by the bankruptcy
court, and Cyprus is unable to predict the timing or amount of
the final settlement.

THE LOUISIANA LAND AND EXPLORATION
COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
14 (In Part): Contingencies

Royalty Litigation
The Company initiated litigation against Texaco Inc., the
lessee and operator of certain oil and gas properties owned by
the Company, alleging violation of the royalty calculation pro
visions contained in various agreem ents. The Company
asserts that it is entitled to recover additional royalties from
Texaco with interest thereon from the date such payments, as
recalculated, were due. On April 12, 1987, Texaco filed a
voluntary petition for relief under Chapter 11 of the U.S. Bank
ruptcy Code. By virtue of the filing, further proceedings in the
pending litigation have been stayed. On August 2 2 , 1988, the
judge in the Texaco bankruptcy proceedings ordered the
LL&E proceedings transferred to the U.S. Bankruptcy Court in
the Middle District of Louisiana. Subsequently on November
3 0 , 1988, the proceedings were assigned to the Federal Dis
trict Court for the Middle District of Louisiana where they have
been consolidated w ith sim ilar claim s brought by others
against Texaco. No provision has ever been made in the
Company’s financial statements for possible collection of any
claims asserted in this litigation.

Note 12— Commitments and Contingencies
On April 21, 1988, in an action brought by Eli Lilly and
Company, the U.S. District Court in Philadelphia, Pennsylva
nia imposed an injunction prohibiting the company from mak
ing, using, or selling certain implantable devices with defibrilla
tion capabilities in the United States until after certain patent
rights have expired (October 2 6 , 1990). The patent relates to
emerging products not yet commercialized by the company.
The court also entered judgm ent on a jury verdict of March 23,
1988 in this matter which awarded damages against the com
pany of $26.5 million. The court is considering post-trial mo
tions which may result in the jury’s award being increased by
the addition of interest, attorneys’ fees and doubling or tre
bling. Alternatively, the court may reduce the amount of dam
ages, may reverse the jury verdict, or order a new trial on any
aspect of the case. The court’s final appealable order is ex
pected in the first half of fiscal year 1989. As asserted in the
case, the company believes that neither the injunction nor the
amount of damages is in accordance with the facts of the case
or the law and intends to continue to assert its position in
post-trial proceedings and appeals if necessary.

In November 1980, the company brought suit against Inter
medics, Inc. for patent infringement pertaining to a pacemaker
lead. In August 1983, a jury ruled that the company’s patent
was valid and the Intermedics pacemaker leads infringed the
company’s patent. Interm edics’ request for a new trial was
denied and an injunction was entered against Intermedics
from selling the infringed pacem aker lead. Interm edics
appealed the jury’s decision and in August 1986 the Court of
Appeals affirmed the original judgment. A Special Master has
been appointed to hear the trial for damages and a determina
tion is expected in the first half of fiscal year 1989.
The ultim ate outcome of the litigation discussed in the
preceding paragraphs cannot presently be determ ined.
Accordingly, adjustments, if any, that might result from the
resolution of these m atters have not been reflected in the
financial statements.
In addition to the above suits, the company is involved in
litigation and disputes which are normal to its business. Man
agement believes losses that might eventually be sustained
from such litigation and disputes would not be material to
future years. Further, product liability claims may be asserted
in the future relative to events not known to management at
the present time. The company has insurance coverage which
management believes is adequate to protect against such
product liability losses as could m aterially affect the com
pany’s financial position.

Contract Price Modification Claims
LaBARGE, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4 (In Part): Inventories
Under the contractual agreements by which progress pay-
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merits are received, the government has a security interest in
the inventories identified with related contracts.

COMMITMENTS

Recovery of the deferred product, initial tooling and related
nonrecurring costs is dependent on the number of units ulti
mately sold and actual selling prices and production costs
associated with future transactions under certain long-term
contract programs. Realization of approximately $754,000
and $403,000 of inventoried costs at July 3 , 1988 and June 30,
1987 respectively, is dependent on receipt of future firm
orders.

Obligations to Maintain Working Capital Or
Restrict Dividends

Further, in the normal course of the contract manufacturing
business, situations develop which require revisions to specif
ic contract specifications and, as a result, renegotiation of
pricing to allow recovery of additional costs to be or actually
incurred. During the year ended July 3, 1988, the Company
has expensed approximately $800,000 of direct production
costs related to one contract. Consistent with past practices,
included In inventoried costs under certain long-term con
tracts are additional unrecovered costs subject to future deter
mination through negotiation of contract modifications or other
procedures not completed at the balance sheet dates. In
management’s opinion, these costs have been incurred due to
various technical discrepancies caused by customer changes
in contract requirements and terms and the resultant delays in
contract performance. Such remaining unrecovered costs,
together with estimated additional costs to complete these
contracts as of July 3, 1988, exceed existing firm contract
amounts by approximately $1,253,000. At July 3 , 1988, con
tract price modifications relative to these contracts in excess
of the above costs have been or are being prepared for sub
mission to the customer during fiscal 1989. Negotiations and
final pricing of these modifications may result in the realization
of substantial financial statement gains or additional losses in
future years when final agreement is reached. The ultimate
outcome of these contract price modifications cannot present
ly be determined but in the opinion of management such
agreements are more likely to provide financial statement
gains rather than losses.

Borrowing Arrangements (In Part)
At May 2 9 ,1988, under the most restrictive provisions of the
Company’s borrowing arrangements: tangible net worth of at
least $100 million, working capital of at least $40 million, and a
current ratio of at least 1.25 was required to be maintained;
approximately $54 million of retained earnings was unrestrict
ed for the payment of cash dividends and repurchase of
common stock; and the Company could not incur total long
term debt in excess of 35% of its total capital.

Contingent Receivable

RORER GROUP INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 16 (In Part): Contingencies

In accordance with the terms of a merger agreement with
A.H. Robins Company, Incorporated (Robins), the company is
entitled to termination fees and expense reimbursement as a
result of the acceptance by Robins of a merger proposal with
American Home Products Corporation (AHP). The bankruptcy
court has ordered Robins to pay $29.9 million to Rorer im
mediately upon consummation of the proposed merger with
AHP. If completed, this will result in approximately a $20
million pretax gain.

DEAN FOODS COMPANY (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

DOVER CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

7 (In Part): Long Term Debt:
The note agreement applicable to the 7.6% promissory
note requires, among other things: (a) maintenance of consoli
dated working capital of not less than $55,000,000, (b) lim ita
tion of long-term borrowings outstanding to 30% of the sum of
stockholders’ equity and total long-term debt and (c) restric
tions on dividend payments. Retained earnings free of these
restrictions amounted to approximately $285,000,000 at De
cember 3 1 , 1988. Annual repayments of long-term debt in the
four years following 1989 are as follows: 1990-$6,573,000,
1991-$2,572,000, 1992-$2,359,000, 1993-$2,275,000.

GIANT FOOD INC. (FEB)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
3 (In Part): Notes and M ortgages
(a) The note agreements contain, among other covenants,
provisions setting forth working capital requirements and re
strictions on the payment of dividends, creation of long-term
and short-term debt and the purchase of the Company’s com
mon stock. Rental expense must generally be limited to 2% of
net sales. At February 27, 1988, approximately $21,520 of
consolidated retained earnings were free of dividend and
stock purchase restrictions. Notes totaling $29,000 and
$50,000, respectively, are due in annual principal payments of
$1,160 beginning in 1988 and $5,000 beginning in 1992.
Notes totaling $6,850 are due in annual payments of $2,800
with a final payment of $4,050 in 1989. The average interest
rate on the notes payable, insurance company, is 9.6%.
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HOLLY FARMS CORPORATION (MAY)

ZENITH ELECTRONICS CORPORATION (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

5 (In Part): Long-Term Debt:
The retained earnings of the Company are not restricted as
to the payment of dividends. However, under the terms of
certain loan agreements at May 2 8 , 1988, approximately $18
million of the retained earnings of a subsidiary are restricted as
to the payment of dividends to the parent company.

Note 6 (In Part): Long-Term Debt
The company’s short- and long-term debt agreements
contain certain restrictive covenants that, if not met, would
cause acceleration of all the company’s obligations under
which it has borrowed money.

HUNT MANUFACTURING CO. (NOV)

• Tangible net worth of at least $440.0 million. The actual
amount as of December 3 1 , 1988, was approximately $498.0
million.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6 (In Part): Debt:
The terms of certain financing agreements contain, among
other provisions, requirements for maintaining certain working
capital and other financial ratios, and restrictions on incurring
additional indebtedness and obligate the Company to equally
and ratably collateralize the indebtedness under such agree
ments if the Company grants or assumes certain liens on its
assets. In addition, under the most restrictive covenant, divi
dends and purchases of capital stock of the Company may not
exceed, on a cumulative basis, 75% of the cumulative net
income of the Company at any time during the period begin
ning N ovem ber 28, 1983. As of Novem ber 27, 1988,
$22,393,000 was available to the Company under this provi
sion for future cash dividends and future purchases of its own
capital stock.

ITT CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Retained Earnings

Under the C orporation’s long-term debt agreements,
approximately $4.1 billion of consolidated retained earnings
as of December 3 1 , 1988 was unrestricted as to the payment
of dividends. Subsidiaries are subject to various restrictions,
such as regulatory and borrowing restraints on transfers of
funds to the Corporation in the form of cash dividends, loans or
advances. The restricted net assets of subsidiaries amounted
to $1.3 billion as of December 31, 1988.

LITTON INDUSTRIES, INC. (JUL)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note I (In Part): Defense Contracts, Litigation and Conting
encies

Under the terms of a $100 million line of credit agreement
between a group of banks and Western Atlas International,
Inc., a subsidiary of the Company, this subsidiary is prohibited
from making advances or loans which are not in the ordinary
course of business. In addition, dividends declared or paid by
this subsidiary cannot in aggregate exceed $25 million plus
70% of the subsidiary’s consolidated net income earned sub
sequent to May 1, 1987.

The principal restrictive covenants of the company’s debt
agreements are as follows. The company must maintain:

• A working capital ratio of at least 1.5 to 1. The actual ratio
as of December 31, 1988, was 2.0 to 1.
• A ratio of adjusted income to net interest expense of at
least 1.15 to 1. The actual ratio as of December 3 1 , 1988, was
2.2 to 1.
In addition, there are restrictions concerning additional
borrowings, and limitations on liens and retained earnings
available for stock purchases or payment of dividends. As of
December 3 1 , 1988, approximately $18.2 million of retained
earnings was available for the payment of dividends.

Hedge Contracts
THE DUN & BRADSTREET CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8 (In Part): Commitments

In December 1988, the Company entered into a two-year
interest-rate swap transaction in which a cash payment of
$132 million was received in 1988 in exchange for semi
annual LIBOR-related floating rate payments to be made in
1989. This obligation is collateralized by $167 million in cash
and cash equivalents. Sim ilar receipts and payments will be
made in 1989 and 1990, respectively. In addition, the Com
pany has entered into a second interest-rate swap transaction
for sim ilar amounts, exercised in January 1989. In this trans
action expiring in 1990, the Company has committed to re
ceive semi-annual LIBOR-related floating rate payments in
exchange for semi-annual fixed interest-rate payments.

THE GREYHOUND CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note G (In Part): Long-Term Debt

In December 1988, Greyhound entered into several in
te re s t rate sw ap and c o u n te r sw ap agreem ents on
$267,600,000 notional amount, and received $39,111,000 as
consideration. Only $167,600,000 of the notional amount was
counter swapped which fixed the future net payments at a
discount rate of 10.47%. The remaining $100,000,000 notion
al amount, which was used to effectively fix future interest
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rates on such amount of floating rate obligations at 9.01%
through 1993, is extendable to 1995 at the counter party’s
option. In December 1988, Greyhound entered into a for ward
interest rate swap agreem ent on $40,000,000 notional
amount and received $3,200,000 as consideration. This
agreement was used to effectively fix future interest rates on a
$40,000,000, 14% senior bond issue at 9.9% from 1991
through 1994.
In December 1987, Greyhound entered into several in
te re s t rate sw ap and co u n te r sw ap agreem ents on
$300,000,000 notional amount, and received $57,224,000 as
consideration. These agreements fix the future net payments
against the cash proceeds received at a discount rate of
9.75%. In December 1986, Greyhound had entered into
several sim ila r agreem ents on $350,000,000 notional
amount, and received $79,236,000 as consideration. Howev
er, only $200,000,000 notional amount was counter swapped,
fixing the future net payments against the cash proceeds
therefrom at a d isco un t rate of 9.9% . The rem aining
$150,000,000 notional amount was used to effectively fix
future interest rates on such amount of floating rate obligations
at 8.1% through 1991, by taking into consideration the cash
proceeds therefrom in December 1986 for this notional
amount.
Cash consideration received on the swaps is amortized as
a reduction of interest expense over the life of the related
swap. The unamortized balance of such consideration is in
cluded in other deferred liabilities in the balance sheet.

SCOTT PAPER COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Leases and Other Commitments (In Part)
During 1987, the Company entered into an interest rate
exchange agreement under which it agreed to make variable
rate interest payments over a five year period. In return, the
Company received $46.6 million. This amount is being recog
nized in income over the term of the agreement.

ANACOMP, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11 (In Part): Commitments and Contingencies:

The Company has entered into foreign currency exchange
agreements with third parties whereby the Company has ex
changed U.S. Dollars for foreign currencies. As of September
30, 1988, the Company has exchanged $25,144,000 for
15,000,000 British Pounds ($25,357,000 at September 30,
1988, exchange rates) and $3,535,000 fo r 10,000,000
Deutsch Marks ($5,347,000 at September 30, 1988, ex
change rates). The amounts under the U.S. Dollar-British
Pound agreem ent are repayable in May, 1990, and the
amounts under the U.S. Dollar-Deutsch Mark agreement are
repayable in August, 1990. Since there are offsetting obliga
tions under the agreements, the amounts receivable and pay
able are offset in the accompanying Consolidated Balance
Sheets.

MARION LABORATORIES, INC. (JUN)
NOTES TO CO NSO LiDATED FIN AN C iAL STATE
MENTS
8 (In Part): Commitments and Contingent Liabilities
The company has commitments to purchase approximately
$264,000,000 of fo r ward exchange contracts for Japanese
currency (maturing at various dates to December 1989 which
is expected to be sufficient to cover requirements through
fiscal 1990). The company uses these contracts to hedge its
firm commitments to purchase Cardizem raw material from
Cardizem’s licensor, Tanabe Seiyaku Company, Ltd. of Osa
ka, Japan. Gains and losses on the forward exchange con
tracts are deferred and are included in the cost of the raw
material.

TONKA CORPORATION (DEC)
NOTES TO CONSO LiDATED FIN AN C IAL STATE
MENTS
Note Fourteen (In Part): Commitments and Contingencies

UNION CARBIDE CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
16 (In Part): Long-Term D ebt
At December 31, 1988, the Corporation had outstanding
interest rate swap agreements which effectively converted
$701 million of fixed rate debt with interest rates ranging from
9.35% to 15% to floating rate debt. Under the agreements,
which have a remaining average maturity of approximately
three years, the Corporation makes payments to counterpar
ties at variable rates based on LIBOR and In return receives
payments based on fixed interest rates. The agreements re
sulted in an average annual effective interest rate of approx
imately 11.23% on the $701 m illion of debt (10.33% in 1987 on
$665 million of debt).

The Company has forward foreign currency exchange con
tracts outstanding relating to inventory commitments to purch
ase 1.8 billion Japanese yen, 7.0 million U.K. pounds sterling
and 471.9 m illion Hong Kong dollars at December 3 1 , 1988. In
addition, the Company’s international units have contracts
outstanding to purchase 17.0 million U.S. dollars.

AMOCO CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Futures contracts— The corporation periodically enters into
futures contracts to hedge its exposure to price fluctuations on
crude oil and refined products transactions. Recognized gains
and losses on hedge contracts are reported as a component of
the related transaction.
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HERSHEY FOODS CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Commodities Futures Contracts and Options
In connection with the purchasing of major commodities
(principally cocoa and sugar) for anticipated manufacturing
requirements, the Corporation enters into commodities fu
tures contracts and options as deemed appropriate in order to
reduce the risk associated with future price increases. These
futures contracts and options are accounted for as hedges,
and, accordingly, gains and losses are deferred and recog
nized in cost of sales as part of the product cost.

INTERNATIONAL PROTEINS CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Significant Accounting Policies

Hedging Activities
The Company’s cottonseed crushing business segment
takes a position in the commodity futures market as part of its
overall sales strategy in order to reduce the risk associated
with price fluctuations. The contracts are accounted for as
hedges, and any gains or losses on these contracts associ
ated with finished goods are charged to cost of sales. Gains or
losses on those contracts associated with raw materials are
deferred and charged to cost of products sold when the cotton
seed is crushed.

$65,273,000 has been paid and an additional $66,271,000
has been committed for payment upon completion of the
contracts. The Company has a variety of commitments with
suppliers for the purchase of paper and other materials for
delivery in future years at prevailing market prices.
The Company has operating lease commitments approx
imating $145,200,000 extending through various periods to
2008. The lease commitment is $21,500,000 for 1989, ranges
from $11,200,000 to $17,100,000 in each of the years 19901993, and totals $68,600,000 for future periods.

HEWLETT-PACKARD COMPANY (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments
The company leases certain real and personal property.
Minimum commitments under these operating leases are $87
million for 1989, $70 million for 1990, $47 m illion for 1991, $37
million for 1992, $28 million for 1993 and $153 million for 1994
through 2061. Certain leases require the company to pay
property taxes, insurance and routine maintenance and in
clude escalation clauses. Rent expense was $142 million in
1988, $134 million in 1987 and $116 million in 1986.

At October 31, 1988, the company had purchase commit
ments for plant site acquisition, facility construction and re
lated machinery and equipment aggregating $328 million.

LOWE’S COMPANIES, INC. (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Capital Expenditures

Note 11 (In Part): Commitments, Contingencies and Litiga
tion:

CHESAPEAKE CORPORATION (DEC)

The Company had purchase commitments at January 31,
1989 of approximately $28.0 million for land, buildings and
construction of facilities, and $4.7 m illion for equipment.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
12 (In Part): Commitments and Other M atters

At December 31, 1988, commitments for capital expendi
tures approximated $116 million. This amount includes antici
pated expenditures of $13 million and $5 million in 1989 and
1990, respectively, related to environmental protection in con
nection with planned expansions and upgrades. About $13
million of these pollution control expenditures are required for
the tissue expansion. Possible uncommitted environmental
protection projects could cost the company another $22 mil
lion during the next several years. Additional pollution control
expenditures may be required in the future if more stringent
standards become applicable or when facilities are expanded,
but these amounts are not now determinable.

MOLEX INCORPORATED (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
7

(In Part): Commitments and Contingencies

(A) Production Equipment
As of June 30, 1988, the Company has entered into firm
com m itm ents fo r capital expenditures of approxim ately
$21,000,000 on machinery, molds and dies.

TANDEM COMPUTERS INCORPORATED (SEP)

R. R. DONNELLY & SONS COMPANY (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Commitments and Contingencies
In fiscal 1988, the Company entered into a partnership for
the development of an office building in Cupertino, California,
and is committed to fund 50 percent of the project’s estimated
cost of approximately $14 million over the next two years.

Commitments— Authorized expenditures on incomplete
projects for the purchase of property, plant and equipment, as
of December 31, 1988 totaled $245,811,000. Of this total.
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Various actions and claims have been brought or asserted
against the Company. Management does not consider them
to be material to the Company’s financial position.

mance of its subsidiaries under agreements to purchase 40%
of the output of Plant No. 2 and to fund its share of any cash
deficiencies (as defined in the agreement) in the plant’s oper
ating and debt service costs.

Unconditional Purchase Contracts
OCCIDENTAL PETROLEUM CORPORATION (DEC)
CHEVRON CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Millions of Dollars)
Note 17 (In Part): Other Contingent Liabilities and Commit
ments
The Company also has certain long-term fixed or minimum
commitments under agreements negotiated to assist sup
pliers in obtaining facilities’ financing. Payments made under
such agreements were $12 in 1988, $12 in 1987 and $15 in
1986. In addition, the Company has contractual commitments
to certain companies in which it has equity interests to pay
minimum shipping and processing revenues or advance funds
that can be applied against future charges. Payments for
norm al shipping and processing charges under these
arrangements were $25, $69 and $34 in 1988,1987 and 1986,
respectively. Combined annual commitments for all of these
agreements are as follows: 1989— $37,1990— $33, 1991—
$99,1992— $91,1993— $17 and for the remaining years after
1993— $63.

THE DOW CHEMICAL COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS

In millions
P (In Part): Commitments and Contingent Liabilities
A Canadian subsidiary has entered into two 20-year agree
ments to purchase substantially aii the output of an ethylene
plant (Plant No. 1) and 40% of the output of a second ethylene
plant (Plant No. 2). The purchase price of the output is deter
mined on a cost-of-service basis which, in addition to covering
all operating expenses and debt service costs, provides the
owner of the plants with a specified return on capital. Total
purchases under the agreements were $248, $215 and $160
in 1988, 1987 and 1986, respectively. The foliowing table
shows the fixed and determinable portion of obligations under
such purchase commitments (at December 31, 1988 ex
change rates) net of noncancelable sales commitments and
interest.

Fixed and Determinable Obligations
1989 ............................................................................................
1990 ............................................................................................
1991 ............................................................................................
1992 ............................................................................................
1993 ............................................................................................
1994 through expiration of contracts.............................................

$ 65
61
60
73
81
492

Total...............................................................................................

$832

Additionally, the owner of these plants, the Alberta Gas
Ethylene Company Ltd. (AGEC), has borrowings outstanding
of $144 which were used for the construction of Plant No. 1
and are guaranteed as to principal and interest by the Com
pany. The Company has severally guaranteed the perfor

Note 9. Other Contingencies and Commitments

At December 3 1 , 1988, commitments for major capital ex
penditures in 1989 were approximately $450 million.
Occidental has entered into agreements providing for future
payments to secure term inal and pipeline capacity, drilling
services, electrical power and steam. At December 3 1 , 1988,
the aggregate of these payments, $191 million, waspayable as
fo llows (m illions): 1989— $38; 1990— $39; 1991— $36;
1992— $22; 1993— $22; and 1994 through 2009— $34. Pay
ments under these agreements were $29 million in 1988, $31
million in 1987 and $22 m illion in 1986. in addition. Occidental
has an agreement with the Bolivian government that requires
Occidental to invest up to $90 million in Bolivia, subject to
receiving net gas sales revenues in the amount to be invested.
The agreement extends to April 1993. At December 3 1 , 1988,
$7 million had been spent against the commitment.
Occidental has certain other contingent liabilities under con
tracts, guaranties and joint ventures and with regard to other
potential obligations. In the opinion of management, such
contingent liabilities will not result in any significant financial
liability in relation to the consolidated financial position of
Occidental.
See also Note 8 regarding lawsuits, claims and related
m atters, Note 10 regarding tax audits and Note 13 regarding
retirement plans and postretirement benefits.

Other Purchase Contracts
CALMAT CO. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10 (In Part): Commitments and Contingencies:
During 1988 the Company reached an agreement with a
significant shareholder, a subsidiary of Onoda Cement Co.,
Ltd. (Onoda), whereby Onoda has the right, exercisable for
one year beginning after August 31, 1990, to require the
Company to acquire the shares Onoda owns. If Onoda exer
cises this right, the Company has the option to deliver the
stock of the Company’s subsidiary, California Portland Ce
ment Company (CPC), valued at $310 million, in exchange for
the Company’s shares. In this exchange the Company shares
will be valued at the higher of $39.31 per share, or their then
current market value. Depending on the market value of the
Company’s shares, the Company could receive cash in addi
tion to the shares to reach the total agreed upon value. If the
Company does not elect to deliver the CPC shares, the Com
pany will be required to purchase, or to have a third party
purchase, the Company shares owned by Onoda for $45.20
per share in cash. Onoda could then exercise an option to
purchase CPC from the Company for $360 million in cash. The
acquisition value in both the exchange of stock and cash
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purchase alternatives will be adjusted to provide the Company
the benefit of any CPC earnings from the date of the agree
ment, and to reflect changes in the capitalization of CPC.

ICOT CORPORATION (JUL)

THE UNITED STATES SHOE CORPORATION
(JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9 (In Part): Commitments and Contingencies

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 9. Commitments

As of July 30, 1988, the Company had purchase commit
ments to one vendor for approximately $1,156,000.

ELI LILLY AND COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3: Acquisitions

On March 1 8 ,1986, the company acquired all the outstand
ing shares of Hybritech Incorporated, which develops, manu
factures, and m arkets products incorporating monoclonal
antibody technology. This transaction has been accounted for
as a purchase, and the financial statements include the results
of operations of Hybritech from the date of purchase. The
purchase price consisted of approximately $364.2 million in
cash payments, convertible notes, and warrants to purchase
the company’s common stock. Depending on the annual per
formance of Hybritech over the period ending December 31,
1995, additional cash of up to $268.5 million may be paid to
holders of the publicly traded Contingent Payment Obligation
Units, which were issued to shareholders of Hybritech in con
nection with the acquisition. The additional cash payment, if
earned, will be accounted for as goodwill. The excess of cost
over the fair value of the assets acquired (goodwill) is being
amortized over 40 years on the straight-line method. Assets
acquired include patents and other intangibles, which are
being amortized over 14 years on the straight-line method.
The book value of these other intangibles and patents at
December 31, 1988, is $138.6 million.
In connection with the company’s acquisition of Intec Sys
tems, Inc. (Intec), in 1985, additional payments may be made
and accounted for as part of the purchase price. If all perfor
mance objectives are met through 1990, an additional $67.3
million may be paid in connection with the Intec acquisition.
The additional payments, if earned, will be included with the
value of the patents and amortized over their remaining life.
Under the terms of a definitive agreement entered into in
December 1988, the company has agreed to acquire all the
outstanding shares of Devices for Vascular Intervention, Inc.
(DVI), which develops, manufactures, and markets a line of
products to treat peripheral and coronary vascular disease by
the removal of atherosclerotic plaque. This transaction is sub
ject to the approval of the shareholders of DVI and is expected
to be completed by February 28, 1989. Pro forma results of
operations for 1987 and 1988 are not shown since the effect
would not be material. The initial purchase price will be $50
million, co nsisting of cash payments and convertible notes.
Depending on the annual performance of DVI over the period
ending December 31, 1993, additional cash or convertible
notes up to $150 million may be paid to holders of DVI com
mon stock.

Contingencies— The company is contingently liable as
guarantors of leases relating to customer facilities and certain
leases that were assigned in connection with various disposi
tions. Leases guaranteed by the company related to disposi
tions and customer facilities expire between 1989 and 2000.
Minimum rentals guaranteed under such leases range from
$11.6 million in 1989 to $6.1 million in 1993 and aggregate
$56.3 million for the twelve-year period.
As a condition of the 1987 sale of the Freeman Shoe divi
sion, the company guaranteed certain letters of credit and
agreed to purchase $6.0 m illion of men’s dress and casual
shoes from the new Freeman Shoe Company over approx
imately three years. The new Freeman Shoe Company has
approximately $1.2 million of obligations under letters of credit
outstanding at January 2 8 , 1989. The company has a remain
ing purchase commitment of $3.1 million under the shoe
purchase agreement.

Employment Contracts
AMERICAN MEDICAL INTERNATIONAL, INC.
(AUG)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments and Contingencies (In Part)
Under the terms of agreements that were in effect during
fiscal 1988 with certain key Company employees, the Com
pany would be obligated to pay approximately $35,000,000 if
a “ change in control” of the Company occurred on or before
August 3 1 , 1988. If such payments were to be made, pretax
income would be reduced by the amount of such payments.
Under the employment agreements, a change in control is
deemed to occur if, any person or “ group” of persons be
comes the owners of securities representing 20% or more of
the Company’s outstanding Common Stock or the majority of
the members of the Company’s Board of Directors ceases to
be comprised of individuals or certain successors of such
individuals, who were directors at the tim e such employment
agreements were executed. It could be argued that certain
stockholders who own more than 20% of the Company’s
outstanding Common Stock presently or in the future consti
tute a “ group.” These stockholders have denied that they are
acting as a group and it is the opinion of the Company’s
management that no change in control has occurred. A former
officer and inside director has, however, filed suit in Los
Angeles Superior Court demanding change in control pay
ment as provided in his employment agreement and as de
scribed above. Under the revised terms of employment agree
ments expected to be in effect during fiscal 1989, the Com
pany would be obligated to pay approximately $18,000,000 if
a change in control of the Company were to occur after August
3 1 , 1988. If such payments were to be made, pretax income
would be reduced by the amount of such payments.
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CAESARS WORLD. INC. (JUL)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 14 (In Part) Commitments and Contingencies

Employment and Severance Agreements. The Company
has severance agreements with 11 employees (including
seven officers) which grant these employees the right to re
ceive up to two tim es their annual salary and bonus, plus
continuation of certain benefits, subject to certain maximums
under tax law, if there is a change in control of the Company
(as defined) and a term ination (as defined) of such em
ployees. The maximum contingent liability for salary and in
centive compensation under these agreements is approx
imately $5,129,000. The Company also has entered into em
ployment agreements with three employees which expire at
various dates through December 31, 1993. The aggregate
commitment for future salaries, excluding bonuses, under
these employment agreements is approximately $2,123,000.
The Company also has entered into employment agreements
with two officers which contain continual self-renewing terms
of five years and three years, respectively, subject to the
option of the Company to term inate this self-renewing provi
sion. In addition, these agreements provide these officers the
option to term inate their contractual obligations in the event of a
change in control or a material breach by the Company. At July
3 1 , 1988, aggregate contingent liabilities under these agree
ments in the event of a change in control were approximately
$7,135,000 but such contingent liabilities could be greater if
the Company were to breach the agreements.

PANTASOTE INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
14 (In Part): Commitments and Contingencies
Employment Agreements; The Company has entered into
severance employment agreements with certain of its execu
tives which provide for the payment to these executives of
amounts up to two times their annual compensation plus
continuation of certain benefits, if there is a change in control
in the Company (as defined) and a term ination of their employ
ment. The maximum contingent liability, at December 31,
1988, under these agreements is approximately $1,160,000.

RUSS TOGS, INC. (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note J— M anagem ent and Employment Agreements:

The Company has management agreements with two
senior officers expiring in 1990 and 1991. Each agreement
provides for an annual base salary during the initial employ
ment term of $475,000 and incentive compensation equal to
3.75% of the Company’s pre-tax earnings (as defined) in
excess of increasing amounts ranging from $8,509,000 in the
fiscal year ended in 1987 to $10,342,000 in the fiscal year
ending in 1991. There was no incentive compensation for the
year ended January 28, 1989; such compensation aggre
gated $275,000 and $782,000 fo r each executive for the two
years ended January 30, 1988.

The Company also has a five-year management agreement
(which commenced February 1, 1987) with another senior
executive providing for an annual base salary of $300,000 and
incentive compensation equal to 2.25% of the Company’s
pre-tax earnings (as defined) in excess of increasing amounts
ranging from $8,934,000 in the fiscal year ended in 1988 to
$10,859,000 in the fiscal year ending in 1992. There was no
incentive compensation for the year ended January 2 8 , 1989;
such compensation aggregated $165,000 for the fiscal year
ended January 30, 1988 in connection with the agreement.
Unless the initial employment term provided for in a man
agement agreement is extended, the Company will employ
each of the aforementioned individuals as a consultant to the
Company at an annual compensation of $300,000 for each of
the two senior officers and $120,000 for the other senior
executive for the five-year period following term ination of their
respective initial employment terms. The initial employment
term of a form er senior officer expired on January 31, 1987
and he is now serving as a consultant.
Additionally, the agreements include provisions for death
and disability benefits and a change in control provision under
which the three individuals would be entitled to receive up to
2.99 times their annual salary and incentive compensation,
plus certain benefits, if there is a change in control of the
Company (as defined) and a term ination (as defined) of their
respective positions with the Company. The maximum contin
gent liability, as of January 2 8 , 1989, relating to the change in
control provision is approximately $10,316,000.
Under a prior management agreement, the other senior
executive received an annual base salary of $250,000 and
incentive compensation of $417,000 for the fiscal year ended
January 31, 1987.
Pursuant to a deferred compensation agreement, each of
the two senior officers and a form er senior officer will also
receive $80,000 a year for the ten years commencing in the
fiscal year ending in 1992.
The Company has employment contracts with divisional
officers, most of which provide for incentive compensation
based upon earnings performance of their respective divi
sions.

SPX CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5 (In Part): Commitments and Contingent Liabilities

During 1988, the Company’s Board of Directors adopted
Executive Severance Agreements which create certain liabili
ties in the event of the term ination of the covered executives
following a change of control of the Company. The aggregate
commitment under these Executive Severance Agreements
should all 15 covered employees be terminated is approx
imately $30 million.
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Additional Payments Related To Acquisitions
HUNT MANUFACTURING CO. (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
11 (In Part): Commitments and Contingent Liability

Contingent Liability:
On September 26, 1985, the Company acquired the busi
ness and substantially all the assets of Bevis Custom Tables,
Inc. and certain related assets and assumed certain liabilities
relating thereto. The purchase price for the assets was ap
proximately $12 million in cash, plus up to a maximum of $8
million of additional cash consideration based upon adjusted
cumulative pre-tax earnings of Bevis for the three fiscal years
ended November 2 7 , 1988. The Company has determined the
additional cash consideration to be approximately $2.3 million
which is payable in fiscal year 1989 and is included in the
excess of acquisition cost over net assets acquired and in
other accrued expenses at November 2 7 , 1988. The seller in
the transaction is disputing the amount of additional consid
eration determined by the Company and claims that further
amounts are owed. The m atter may have to be resolved by
arbitration in accordance with the provisions of the 1985
agreement of sale.

KNAPE & VOGT MANUFACTURING COMPANY
(JUN)

made in the form of common shares, currently valued at
$35.56 per share, subject to an anti-dilution provision. Any
earned contingent payment over $40 million will be paid in
cash. In addition, the agreement provides for interest to
accrue over the five-year period on the unpaid earned contin
gent payment at 125% of the average yield of three-year U.S.
Treasury notes. The Company will be credited interest at the
same rate on an amount equal to $20 million during the time
that the cumulative contingent payment amount does not
exceed $42 million.
The acquisition has been accounted for using the purchase
method of accounting. The $42 million initial purchase price
exceeds the book value of acquired assets by approximately
$10 million which, after evaluation of market values of specific
assets, has been determined to be goodwill. It is anticipated,
based on Chaparral’s current performance, that additional
goodwill will arise from the contingent payment in 1990. The
financial statements w ill not reflect any additional goodwill,
capital surplus or amortization of goodwill from the contingent
payment until the contingency is determined and the addition
al consideration becomes payable. However, in the calcula
tion of earnings per share, amortization of an estimated con
tingent amount is considered. The effect of this contingency in
calculating earnings per share is (in thousands except per
share):
Year ended May 31,
1988
1987
1986
Estimated contingent amount.................
Amortization...........................................
Reduction in earnings per share............

$76,712
1,918
.19

$47,576
1,189
.12

$37,312
466
.05

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 12 (In Part): Acquisitions
On February 2 9 ,1988, the Company acquired Feeny Manu
facturing Company of Muncie, Indiana for 135,000 shares of
restricted common stock with a value of $7.71 per share.
Feeny Manufacturing Company is a manufacturer of kitchen
storage products. The acquisition was accounted for as a
purchase. The purchase agreement calls for the issuance of
up to 135,000 additional shares of common stock in fiscal
1992 based on the earnings of Feeny Manufacturing Com
pany. Subsequently issued shares w ill be allocated to fixed
assets and goodwill. Substantially all of the purchase price
was allocated to the net tangible assets acquired. The results
of Feeny Manufacturing Company are included in the consoli
dated financial statements from the date of acquisition. Opera
tions for periods prior to acquisition were not material.

Sales Agreements
INTERNATIONAL MULTIFOODS CORPORATION
(FEB)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments and Contingencies (In Part)
The Company has signed an agreement in principle to sell
its U.S. flour milling business to ConAgra, Inc. The transaction
is expected to close on or about April 2 5 ,1988 and will result in
a gain. Consequently, the accompanying consolidated finan
cial statements do not reflect this sale. Included in the Com
pany’s consolidated balance sheet at February 2 9 , 1988, are
the following major components related to this business:

TEXAS INDUSTRIES, INC. (MAY)
(in millions)

NOTES TO FINANCIAL STATEMENTS
Acquisition o f Chaparral Steel Company
In November 1985, the remaining 50% of the outstanding
securities of Chaparral was acquired. Chaparral was pre
viously accounted for by the equity method.

The terms of the purchase provide for a $42 million initial
cash payment and a contingent payment in 1990 based on
Chaparral’s performance for the period June 1 , 1985, to May
3 1 ,1990. The contingent payment will equal one-half of Chap
arral’s average annual funds from operations over the fiveyear period times 4.5, less the initial payment of $42 million.
The first $40 million of the earned contingent payment will be

Net working capital........................................................................$ 36.2
Fixed assets................................................................................... $ 38.8
Long-term debt, including current portion of $2.0........................ $(14.8)

TOSCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
13 (In Part): Commitments and Contingencies
Some of Tosco’s sales are made pursuant to long-term
contracts. Sales to ARCO, prim arily under the ARCO Ex
change Agreement, were approximately $245,617,000 and
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$287,071,000 for 1988 and 1987, respectively. In addition,
Tosco has undertaken to deliver and sell to a utility company
until 1991, a total of approximately 7,000 barrels per day of low
sulfur fuel oil at prices which fluctuate with market conditions.

month for five years and also provides for additional payments
in future years based upon volume levels and cost savings
realized by the Company.

Right To Receive Additional Payment

Royalty Payments

AMAX INC. (DEC)

COLECO INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
18 (In Part): Contingencies and Commitments
On May 20, 1988, the Company purchased 15,155,389
shares of its common stock from Chevron Corporation. The
stock was purchased for $23 per share, an aggregate pay
ment of approximately $349 million. In addition, Chevron has
the one-time right through May 1990 to receive an additional
payment per share, on a dollar-for-dollar basis, if at the time of
its election the market price of the Company’s common stock
is above $23 per share, subject to a maximum market price of
$28 per share. The rights were valued at $1.25 per share at the
date of repurchase and the Company recorded a liability of
approximately $18.9 million. Accordingly, the cost of these
treasury shares amounted to $24.25 per share, or approx
imately $368 million.

The value of the rights will be adjusted for changes in the
quoted market value of the Company’s common stock be
tween $24.25 per share and $28 per share. Any such adjust
ments prior to expiration shall be recorded as a charge or
credit to earnings.

Proposed Joint Venture

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10 (In Part): Commitments and Contingencies:

The Company has commitments for minimum guaranteed
ro y a ltie s under lic e n s in g a greem ents a g g re ga ting
$26,250,000 at December 3 1 , 1988 which are payable over a
six year period.

MINNTECH CORPORATION (MAR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note G (In Part): Commitments

Royalty Agreements
The Company has entered into agreements with two orga
nizations (including a related party described in note D) which
provide for royalty payments based on a percentage of net
sales of a certain product. The maximum amount payable
under these agreements in years subsequent to March 31,
1988 is approxim ately $1,750,000. Total royalty expense
under these agreements and an expired agreement for fiscal
years 1988, 1987 and 1986 was approximately $14,000,
$30,000 and $34,000, respectively.

ARMCO INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 16: Proposed Joint Venture
On November 2 1 , 1988, Armco signed a letter of intent with
Kawasaki Steel Corporation to set forth a proposal to establish
a joint venture of Armco’s Eastern Steel Division. The Eastern
Steel Division represents a substantial portion of the Carbon
Steel segment. This proposed transaction is subject to the
satisfaction of a number of conditions, including the negotia
tion of a definitive agreement.

Agreement For Data Processing Services
CLARCOR INC. (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
M. Commitments
On June 1 , 1988, the Company entered into an agreement
for data processing services whereby Electronic Data Sys
tems Corporation (EDS) will install, operate and maintain the
Company’s data processing and telecommunication systems.
This agreement expires on May 31, 1993, and includes a
renewal option for an additional two-year term. The agree
ment requires base charges of approximately $240,000 per

R & D Agreement
ELECTRO-NUCLEONICS, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9 (In Part): Commitments and Contingencies
In December 1985, the Company entered into research and
development agreements with Pru-Tech Research and De
velopment Partnership II (“ Pru-Tech” ), a limited partnership,
the general partner of which is an affiliate of Prudential-Bache
Securities, Inc. Under these agreements, Pru-Tech has adv
anced $6,919,000 to the Company and, if certain intermediate
development goals are achieved, Pru-Tech may supply up to
an additional $881,000. Pru-Tech has the rights to royalties
from sales of products developed, if any, but the Company
retains an option to repurchase such rights. Expenses through
June 3 0 , 1988 amounted to $5,783,000 leaving $1,136,000 of
funds still available. Research and development expenses as
reported in the consolidated statements of operations are net
of funding from the Pru-Tech agreements in the amounts of
$2,086,000, $2,533,000 and ^ 8 6 ,0 0 0 in the years 1988,
1987 and 1986, respectively. Profit on these activities is rec
ognized as the work is performed.
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Refinancing Assistance Agreement
LOCKHEED CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 11 (In Part): Commitments and Contingencies

As part of an agreement to amend a contract with an L-1011
TriStar customer, the company entered into an agreement in
1986 to assist in the refinancing of five L-1011 aircraft. Under
the terms of this agreement, the company, through Lockheed
Finance Corporation, will periodically through 1993 advance
funds eventually totaling approximately $108 million, to a trust
established by the company and the customer. The customer
leases the aircraft from the trust under a lease agreement that
extends through 2001. The funds from the company, together
with lease payments, will be utilized to service the underlying
debt on the aircraft. Beginning in 1994, the funds advanced
plus accrued interest, as contractually defined, will be re
funded to the company ratably through 2001 by either the trust
or the customer. Repayment of the funds advanced and
accrued interest will be provided by lease payments that are
guaranteed by the foreign government that owns the airline
customer. As of December 2 5 , 1988, approximately $68 mil
lion had been advanced to the customer.
At December 2 5 ,1988, the company was contingently liable
on standby letters of credit and other guarantees totaling $110
million.

therefore, these obligations are not included in the financial
statements. These commitments totaled $156,000,000 at De
cember 25, 1988. Payments generally commence when the
programs become available for broadcast.
The Company had commitments totaling approximately
$122,000,000 at December 2 5 , 1988 related to the purchase
of property, plant and equipment and baseball player con
tracts. Also at that date $95,000,000 of foreign exchange
commitments were outstanding under contracts extending
through December 1989. These foreign exchange commit
ments were entered into by the Company’s Canadian subsidi
ary.

SUBSEQUENT EVENTS
Events or transactions which occur subsequent to the ba
lance sheet date but prior to the issuance of the financial
statements and which have a material effect on the financial
statements should be either reflected or disclosed in the finan
cial statements. Section 560 of Statement on Auditing Stan
dards No. 1 sets forth criteria for the proper treatment of
subsequent events.
Table 1-12 classifies disclosures of subsequent events in
cluded in the 1988 annual reports of the survey companies.
Examples of subsequent event disclosures follow.

Timber Contracts
STONE CONTAINER CORPORATION (DEC)

Debt Incurred, Reduced Or Refinanced

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

AMERICAN GREETINGS CORPORATION (FEB)

Note 18— Commitments and Contingencies
Under certain tim ber contracts, title passes as the timber is
cut. These are considered to be commitments and are not
recorded until the tim ber is removed. At December 3 1 , 1988
and 1987, commitments on such contracts, which run through
1992, were approximately $23,000,000 and $64,500,000, re
spectively.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Additionally, the Company is involved in certain litigation,
primarily arising in the normal course of business. In the
opinion of management, the Company’s liability under any
pending litigation would not m aterially affect its financial condi
tion or results of operations.
Refer to Notes 13 and 14 for further discussion of the
Company’s debt and lease obligations.

Broadcast Rights
TRIBUNE COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11 (In Part): Commitments
The Company has entered into commitments for broadcast
rights which are not currently available for broadcast and,

($ 000)

Note B (In Part): Long and Short-Term Debt

In March 1988, the Company issued $100,000 of 8.375%
five year notes to refinance short-term obligations. According
ly, $82,795 of commercial paper and the $11,126 note due to a
bank in December 1988 have been classified as long-term
debt at February 29, 1988.

THE CLOROX COMPANY (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5 (In Part): Long-Term Debt and other Obligations
On August 1 , 1988, Henkel Corporation converted the 12%
subordinated note into 1,200,000 shares of common stock at
a conversion price of $7.50 per share. Henkel Corporation, a
U.S. subsidiary of Henkel KGaA, owned 25 percent of Clorox’s
outstanding stock at June 30, 1988. The conversion of the
subordinated note increased its ownership to 26.5 percent. If
the conversion had taken place at the beginning of the year,
1988 earnings per share, assuming no dilution, would have
been $2.42.
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QUANEX CORPORATION (OCT)

T A B L E 1 -1 2 : S U B S E Q U E N T E V E N T S

Number of Companies
1986
1988
1987
Debt incurred, reduced or re
financed ...........................
Business combinations pend
ing or effected..................
Discontinued operations........
Litigation...............................
Employee benefit plans.........
Capital stock issued or
purchased.........................
Stock purchase rights..........
Stock splits or dividends.......
Formation of joint ventures...
Other— described.................

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

1985

59

54

68

61

56
48
28
26

52
37
30
15

33
45
21
8

49
26
27
8

22
16
14
4
48

17
11
7
3
41

25
10
27
8
37

30
15
15
2
48

DRAVO CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8 (In Part): Notes Payable

On February 2 8 , 1989, the company entered into a $12.0million line of credit agreement with First Alabama Bank. The
agreement includes a provision under which the company
must obtain First Alabama Bank’s consent to incur debt in
excess of $20.0 m illion under the Prudential Insurance Com
pany of America and Prudential Interfunding Corporation re
volving credit line if there is any debt outstanding on the credit
line with First Alabama.

H.B. FULLER COMPANY (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

7

(In Part): Long-Term D ebt And Financing Arrangements

Subsequent to October 3 1 , 1988, the Company negotiated
an unsecured $60,000,000 Revolving Credit and Term Loan
Agreement which replaced its $15,000,000 line of credit. The
Agreement has an annual interest rate equal to the lower of
the prime or an adjusted Eurodollar-based rate. Currently the
Company has no borrowings under this Agreement.

TEMTEX INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note M— Subsequent Event

Subsequent to August 3 1 , 1988, the Company entered into
a letter of understanding with a bank which provides for a
comprehensive credit agreement whereby the Company may
borrow up to $5,000,000 under a revolving credit facility and
$2,700,000 under a term loan facility. The proceeds of these
loans are to be used to repay $5,600,000 of the notes payable
to a bank described in Note D. The letter of understanding
provides for the revolving credit facility to provide for monthly
interest payments at a rate not to exceed 1% over the bank’s
commercial prime rate, and to have a maturity date of one year
from the closing date. The term loan facility is to require
monthly principal payments over a five year period, and
monthly interest payments, with the interest rate at 1% over
the bank’s commercial prime rate.
The letter of understanding specifies that the comprehen
sive credit agreement w ill contain certain financial ratio re
quirements and covenants that the Company will be required
to meet. Amounts borrowed under this agreement are to be
secured by substantially all inventories, accounts receivable
and property, plant and equipment.

TOSCO CORPORATION (DEC)

6 (In Part): Long-term Debt

Subsequent to year-end, the Company completed agree
ments for the private placement of senior notes effective De
cember 2 2 , 1988 which w ill partially replace existing borrow
ing under the revolving lines of credit. A group of insurance
companies provided borrowings of $10,000,000 in seven-year
senior notes due December 19, 1995 at 10.1% with interest
payable semi-annually and borrowings of $25,000,000 in tenyear senior notes due December 19, 1998 at 10.32% with
interest payable sem i-annually. The senior notes contain
covenants which are generally no more restrictive than current
debt agreements. Concurrently with this transaction, the Com
pany entered into a currency swap which matches the maturity
of the $10,000,000 at a fixed interest rate of 7.06% on the
underlying swapped currency.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
15.

Subsequent Events

Amended Working Capital Agreement:
E ffe c tiv e Ja n u a ry 24, 1989, T osco am ended its
$75,000,000 working capital facility which was scheduled to
expire on January 1 , 1991 (Amended Working Capital Facil
ity). The Amended W orking Capital Facility increases funds
available to Tosco under the term s of the facility by including a
percentage of the value of Tosco’s inventories in the calcula
tion of the borrowing base (although such inventories are not
pledged as collateral). In addition, certain covenants (includ
ing the maintenance of certain levels of working capital and
net worth) have been modified. The Amended Working Capit
al Facility was also extended and now matures on January 1,
1992.
Purchase of Equity Securities:
Subsequent to December 3 1 , 1988 and through February
2 8 ,1989, Tosco has acquired an additional 297,400 shares of
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Series E Stock, 113,296 shares of Common Stock, and
$5,714,000 face amount of 4% Notes for approxim ately
$18,722,000 as part of Tosco’s previously announced prog
ram to acquire up to $50 million of its equity securities.

VISHAY INTERTECHNOLOGY, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note F (In Part): Long-Term Debt

On July 2 8 , 1988, Vishay issued $50,000,000 of convertible
subordinated debentures bearing interest at 4¾ % and matur
ing on July 2 8 ,2003. The bonds are convertible into shares of
the Company’s Common Stock at an initial conversion price of
$34.25. The Debentures are subordinated in right of payment
to all existing and future Senior Indebtedness of the Company.
The Debentures are redeemable at the option of the Company
under certain circumstances. Each Debenture is redeemable
at the option of the holder on July 28, 1995 at a redemption
price guaranteeing the holder a return of 9.28% per annum.

Business Combinations
THE FLUOROCARBON COMPANY (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
12. Subsequent Event

On F ebruary 16, 1989, the C om pany acquired, fo r
$86,000,000 in cash, subject to certain post-closing adjust
ments, all of the issued and outstanding capital stock of Dixon
Indu strie s C orporation (“ D ixon” ), CHR Industries Inc.
(“CHR” ), and Bunnell Plastics Inc. (“ Bunnell” ), (collectively
the “Acquired Companies” ) from the Bundy Corporation (Sell
er), a Michigan corporation. Bundy Corporation is a wholly
owned subsidiary of T l United States Limited (Parent), a Dela
ware corporation. The ultimate parent company of both Seller
and Parent is Tl Group, pic, a British corporation.
The purchase, financed entirely through the Company’s
revolving line of credit with Security Pacific National Bank as
the lead bank and including Continental Illinois National Bank
and Trust Company of Chicago, Bank of New York, Rainier
National Bank of Seattle, and Am eritrust Company National
Association of Cleveland, was consummated pursuant to that
certain stock purchase agreement among the Company, Sell
er and Parent dated January 6, 1989.
Dixon, a Rhode Island corporation located in Bristol, Rhode
Island, processes and fabricates high performance polymers
used in bearings, seals and electrical insulation applications.
CHR, a Connecticut corporation based in New Haven, Con
necticut, specializes in the manufacture of pressure sensitive
tapes, silicone rubber solid and sponge sheet, silicone rubber
and Teflon coated fabrics. Bunnell, a New Jersey corporation
located in Mickleton, New Jersey, is active in the extrusion of
melt processable fluorocarbon materials. The Acquired Com
panies reported sales for the year ended July 31, 1988, of
approximately $60,000,000.
The Company intends to continue the operations of the
Acquired Companies in substantially the same manner as
they were operated by the Bundy Corporation.

AMERICAN HOME PRODUCTS CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
13. A.H. Robins Company, Inc. M erger Agreement:
The Company (AHPC) has agreed, pursuant to an Agree
ment and Plan of Merger dated March 2 1 , 1988 (the “ Merger
Agreement” ), to acquire A.H. Robins Company, Incorporated
(“ Robins” ) as part of Robins’ Plan of Reorganization (“ Plan” )
under Chapter 11 of the Federal Bankruptcy Code. Robins is
an international diversified manufacturer and m arketer of
health care products including ethical pharmaceuticals, overthe-counter drugs, consumer and other products.

Pursuant to the Merger Agreement, on the effective date of
the Merger, the Company will issue shares of AHPC Common
Stock to the holders of Robins Common Stock based on an
exchange ratio, whereby, the value of the AHPC Common
Stock w ill aggregate $700 million subject to certain minimum
(8.5 million shares)/maximum (10.4 million shares) limitations.
The Merger Agreement further provides for the funding of
trusts to satisfy Daikon Shield related claims and expenses.
The funding w ill total $2.3 billion and will be accomplished
through the use of existing cash from Robins and the Com
pany and through the Company’s new borrowings (see Note
4).
An Order confirming the Plan was entered on July 2 6 , 1988.
A number of appeals of the Confirmation Order were tim ely
filed in the United States Fourth Circuit Court of Appeals.
Argument of these appeals was held on December 6 , 1988. It
is not possible to predict the ultim ate outcome of such
appeals. The Merger remains subject to these, and other,
material contingencies and the Company is under no obliga
tion to consummate the Merger until the Confirmation Order
becomes final and all other conditions to closing have been
met. If the Confirmation Order is not a Final Order prior to the
first anniversary date of the Confirmation Order (i.e. July 26,
1989), the Merger Agreement may be terminated by the Com
pany.
The Company will account for the Merger as a pooling-ofinterests. The following Pro Forma Combined Condensed
Balance Sheet (Unaudited) as of December 3 1 , 1988 and the
Pro Forma Combined Statement of Income (Unaudited) for
the year ended December 31, 1988 reflect the combined
condensed financial position and the combined results of op
erations of the Company and Robins, accounted for on a
pooling-of-interest basis, as if the Merger had been consum
mated on January 1 , 1988. For purposes of this presentation
certain pro form a adjustments (described in Notes to Pro
Forma Combined Condensed Financial Statements [Unau
dited]) have been made to the results of operations to provide
information as to how the Merger might have affected the
combined financial statements.
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American Home Products Corporation
Pro Forma Combined Condensed Balance Sheet (Unaudited)
(Restated to Reflect the Proposed Merger with AH Robins Company In
corporated)
December 3 1 , 1988
(in millions)
Assets
Total current assets........
Investments.....................
Property, plant and
equipment, n e t..........
Intangibles and other
assets.........................
Total Assets...................
Liabilities and Stockholders’
Equity
Total current liabilities ....
Long term debt..............
Other noncurrent liabili
ties ............................
Total stockholders’ equity
Total Liabilities and
Stockholders’ Equity...

AHPC

Robins

$2,576.2
26.9

$ 730.8
—

1,309.3

127.0

698.3

217.0

$4,610.7

$1,074.8

$ 866.0
—

$ 266.9
—

769.0
2,975.7

2,313.3
(1,505.4)

$4,610.7

$1,074.8

Adj.

Combined

S (500.0)1
—

$2,807.0
26.9

—

1,436.3

—

915.3
$5,185.5

$(500.0)

$1,080.0 1
720.0 1
(2,300.0)4
—
$(500.0)

$2,212.9
720.0
782.3
1,470.3
$5,185.5

Pro Forma Combined Statement of Income (Unaudited)— Year Ended De
cember 3 1 , 1988
(Restated to Reflect the Proposed Merger with AH Robins Company In
corporated)
(in millions except per share
amounts)
Net Sales.........................
Other income/(expense),
net..............................

$5,500.5

$ 933.8

30.1

(89.7)

5,530.6
Cost of goods sold.........
Selling, administrative
and general expense...
Interest expense.............

844.1

$

—
120.06
120.0

2,019.1

351.4

—

2,163.0
—

398.0
—

—
205.04

4,182.1

749.4

Income before taxes........
Provision for taxes.........

1,348.5
416.3

94.7
36.3

Net Income.....................

$ 932.2

$

58.4

205.0
(85.0)
(98.0)2
$ 13.0

$6,434.3
60.4
6,494.7
2,370.5
2,561.0
205.0
5,136.5
1,358.2
354.6
$1,003.6

Net Income per Share of
Common Stock..........

$6.49

Average shares outstand
ing including shares
issued for acquisition
of 8.5 million®............

154.7

NOTE: Parenthetical numbers refer to the Notes to Pro Forma Combined
Condensed Financial Statements (Unaudited).
Notes to Pro Forma Combined Condensed Financial Statements
(Unaudited)
Key Assumptions:

1.
For purposes of this presentation the Accrual for Daikon
Shield Claims has been satisfied by virtue of payments made
as discussed in Note 4 below. In this regard, new borrowings
of $1.8 billion, $720 million classified as Long term debt, were
made, and $500 million of existing cash was utilized.
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2. Tax benefits which would have been realized as a result
of the utilization of Robins net operating loss carry forwards
have been reflected as reductions of tax expense.
3. Anticipated cost savings as a resuit of operating syner
gies have not been included in the pro forma presentation.
4. On January 1, 1988, Robins’ preexisting liability of $2.3
billion (Accrual for Daikon Shield Claims included in other
noncurrent liabilities) was satisfied by payment in cash into
designated settlem enttrusts. The year reflects an appropriate
interest cost related to the use of funds necessary to satisfy
the Daikon Shield claim liability.
5. AHPC, through a wholly owned subsidiary, issued 8.5
million shares of its common stock in exchange for all of the
outstanding common stock of Robins and merged with Robins
(based on a market share price of $82.50 which yields the
minimum number of shares (8.5 million) the Company will
issue to the holders of Robins common stock).
6. In 1988, Robins’ financial statements reflect a charge of
$120 million due to the recording of accruals for Chapter 11
costs. These costs relate to the Plan of Reorganization and
are, by their nature, not meaningful in terms of analyzing the
impact of the Merger on continuing operations, therefore, they
have been treated as having been recorded prior to January 1,
1988.

In August 1988, the Company acquired an approximate
one-fourth interest in the common stock of Broderbund Soft
ware, Inc. for $15,260 in cash. This business publishes educa
tional and other software for consumer and school use and
has annual sales in excess of $40,000. The Company will hold
these shares for investment purposes and report its share of
the Broderbund earnings on an equity basis.
In August 1988, the Board of Directors declared a distribu
tion to shareholders of one common share purchase right for
each outstanding common share. Each right entitles the hold
er to purchase one common share at an exercise price of sixty
dollars. The rights become exercisable if a person acquires
20% or more, or announces a tender offer for 25% or more, of
the Company’s common shares. If a person acquires at least
25% of the Company’s outstanding shares, each right will
entitle the holder to purchase the Company’s common shares
having a market value of twice the exercise price of the right. If
the Company is acquired in a merger or other business com
bination, each right will entitle the holder to purchase common
stock of the acquiring company at a sim ilar 50% discount. The
rights, which expire in August 1998, may be redeemed by the
Company at a price of $.01 per right at any time prior to the
30th day after a person has acquired at least 20% of the
Company’s outstanding shares.

WHIRLPOOL CORPORATION (DEC)
COOPER INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATD FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 14: Subsequent Event
On February 2 3 , 1989, Cooper commenced a cash tender
offer for all outstanding shares of Champion Spark Plug Com
pany at a price of $21 a share. Champion’s Board of Directors
approved the offer and agreed to recommend that its share
holders accept the offer and tender their shares. Champion
Spark Plug is a world leader in the manufacture and distribu
tion of spark plugs for automotive, industrial and aviation
markets. Based on Champion’s outstanding Common stock,
debt to be assumed and acquisition expenses, the total cost
would be approximately $800 million. The acquisition would
be financed with borrowings from commercial banks pursuant
to existing and a newly established $750-million credit facility,
or the issuance of debt securities, including commercial pa
per. The acquisition is not expected to affect adversely the
Company’s overall liquidity. For the year ended December 31,
1988, Champion had revenues of $738 million and net income
from continuing operations of $22 million.

JOSTENS, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(In thousands)
Subsequent Events

In August 1988, the Company agreed to purchase School
Pictures, Inc. for $25,000. This business sells, develops,
prints and finishes school pictures and senior portraits. School
Pictures had sales of $18,472 and earnings of approximately
$2,400 for the year ended June 30, 1988. The Company
expects to issue common shares and cash on this transaction,
which should close in October 1988.

Note 2 (In Part): Acquisitions

On January 2 , 1989, the company acquired for cash a 53%
interest in a joint venture with N.V. Philips’ Gioeilampenfab
rieken (“ Philips” ) of The Netherlands. The new joint venture
company, which will consist of the major portion of Philips’
worldwide Major Domestic Appliance Division (“ MDA” ), will
develop, manufacture, market, sell and service home ap
pliances under various brand names. The cost of the acquisi
tion was 750 million Dfl ($361 million) and has been accounted
for as a 1989 purchase transaction. This investment was
initially funded with guilder-denominated bank loans and U.S.
commercial paper with more permanent financing expected to
be arranged during 1989.
Key unaudited pro forma information, based on estimated
MDA financial data, assuming the MDA interest was pur
chased at the beginning of 1988, includes the following:
December 3 1 , 1988 (millions of dollars)
Current assets...........................................................................
Intangibles................................................................................
Total assets...............................................................................
Current liabilities.......................................................................
Long-term debt........................................................................
Stockholders’ equity and minority interests..............................
Year Ended December 31 (millions of dollars)
Revenues...................................................................................
Earnings from continuing operations before accounting change
(per share— $2 .39)..............................................................

$2,600
$ 300
$4,700
$1,800
$1,200
$1,500
$6,300
$ 166

The joint venture agreement provides that the company and
Philips will evaluate the venture during the period July through
December, 1991. If the parties agree to continue the venture,
the company will pay Philips approximately 250 million Dfl
(approximately $125 million based on the exchange rate at
December 3 1 , 1988) plus interest at 7% per annum commenc
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ing January 1 , 1989 to retain its current ownership interest; if
no such payment is made the relative interests of the venture
partners may be adjusted to 50%. If the decision is made to not
continue the joint venture, the agreement provides for either
party to cause the company to become sole owner of the joint
venture. Under this arrangement, the company would pay
Philips 1 billion Dfl (approximately $500 million based on the
exchange rate at December 3 1 , 1988) plus interest at 7% per
annum commencing January 1 , 1989 and a possible addition
al amount based on the performance of the company’s com
mon stock.

WAXMAN INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
12. Subsequent Event:
On July 1 , 1988, the Company acquired all the outstanding
shares of U.S. Lock Corporation (U.S. Lock) of Edgewood,
New York for approximately $16,500,000 (a portion of which
was paid to employees of U.S. Lock in exchange for non
competition agreements). U.S. Lock is a distributor of a full
range of security hardware products including a proprietary
line of over 3,200 products, to professional locksm iths
thro ug h ou t the U nited S tates. The acquisition w ill be
accounted for as a purchase and, accordingly, the Company’s
consolidated financial statements w ill include the operating
results of U.S. Lock from July 1, 1988 forward.

dent of National Rubber Company division who was also a
Vice President of The Allen Group Inc., and by Roy-L Merchant
Group, Inc., a Canadian merchant banker. The selling price of
approximately $37,300,000, plus cash balances, included a
ten-year Subordinated Installment Note (“ Note” ) in the prin
cipal amount of $8,000,000 and $500,000 of Third Preferred
Shares in the new company. As part of the sale, the Company
received a 5% interest in the common shares of the new
company which has been recorded at nominal value. The
Note bears interest at 6% per annum for the first three years
(compounded semi-annually, accrued but not paid) and there
after at 8% per annum (compounded quarterly) and is payable
in tw enty-eight quarterly installm ents beginning April 30,
1992. For financial reporting purposes, the Note will be valued
at $5,640,000, having been discounted at an imputed interest
rate of 13%. The Note is subordinated to the senior debt, as
defined, of the new company except that, provided there is no
default with respect to such senior debt, the new company
shall make the quarterly payments under the Note. The Note
may be prepaid, at the new company’s option, in whole or in
part at any tim e without penalty or premium, provided interest
due on such prepayment shall be paid concurrently.
The Company’s net investment in the disposed specialty
rubber products business at December 31, 1988 has been
included in current assets and the statements of income (loss)
have been restated to reflect these as discontinued opera
tions. The gain on sale of these operations, less related ex
penses of the sale and net foreign translation adjustments
included in Stockholders’ Equity, will be reported in the first
quarter of 1989. A summary of the net assets sold as of
December 31, 1988 is as follows (amounts in thousands):

THE WILLIAMS COMPANIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
17. Subsequent Event (Unaudited)
On February 7 , 1989, W illiams Telecommunications Group
entered into a definitive agreement to purchase LIGHTNET, a
digital fiber-optic telecommunications company, for $365 mil
lion. The transaction, which is expected to be consummated in
early 1989, w ill be accounted for as a purchase. Williams
expects to finance the transaction through a combination of
bank borrowings and an equity offering. If W illiam s and
LIGHTNET had been combined at the beginning of 1988,
W illiam s’ unaudited pro forma loss from continuing operations
would have been $28 million ($1.02 per share). The pro forma
results give effect to depreciation adjustments and financing
costs related to the purchase. Pro forma financial information
is not indicative either of results of operations that would have
occurred had the purchase been effective at the beginning of
1988 or of future results.

Discontinued Operations
THE ALLEN GROUP INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 15 (In Part): D iscontinued Operations
On February 16, 1989, the Company sold the specialty
rubber products business operated by its National Rubber
Company division in Canada and the National Rubber Com
pany, Inc. in the U.S. to a new company owned by the Presi

Cash.......................................................................................
Accounts receivable, n e t........................................................
Inventories..............................................................................
Property, plant andequipment, n e t........................................
Goodwill................................................................................
Accounts payable and accrued expenses...............................
Other, net...............................................................................

$ 3,658
5,037
10,468
10,968
4,933
(5,301)
436
$30,199

AMPCO-PITTSBURGH CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11— Post Balance Sheet Event:

On February 6 , 1989 (effective January 3 1 , 1989) the Cor
poration sold the net operating assets of its Ampco Metal
Division including its foreign operations. Ampco Metal manu
factured proprietary products from high alloy copper-based
metals, nickel alloys and stainless steel, and had manufactur
ing plants in Milwaukee, W l and Garland, TX and facilities in
Europe. The historical sales, operating results and assets of
Ampco Metal represent the specialty metal products segment
as displayed in Note 10.
A small gain is anticipated from the final accounting of this
disposition. The proceeds of the transaction were comprised
of: cash received at closing of $12,856,000, guaranteed re
tained receivables of $5,655,000 and a secured note payable
on January 31, 1992 of $1,500,000 bearing interest of 1½ %
above the prime rate.
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GENERAL CINEMA CORPORATION (OCT)

PIONEER HI-BRED INTERNATIONAL, INC. (AUG)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

11. Subsequent Events

Note 3 (In Part): Divestitures and Subsequent Event

On January 1 3 , 1989, the Company agreed to sell its soft
drink bottling business to PepsiCo, Inc. for $1,750,000,000 in
cash, subject to adjustment, contingent upon the signing of a
definitive purchase and sale agreement and upon clearance
of the transaction by the Federal Trade Commission under the
Hart-Scott-Rodino Antitrust Improvements Act,

On July 2 1 , 1988 the Company signed a letter of intent to
sell TLS, Co. The proposed sale is scheduled to close in
January, 1989. Any gain or loss from this sale is not expected
to be sign ifican t. TLS, Co. had sales of approxim ately
$29,469,000, $29,617,000 and $21,640,000 for the years
ended August 31, 1988, 1987 and 1986, respectively.

In December 1988, the Company redeemed both issues of
its 10% subordinated debentures exchangeable for RJR com
mon stock. (See note 6 to the financial statements.)

On October 3 1 , 1988 the Company sold 100% of the stock
of Norand Corporation to Norand Acquisition Corp., an inves
tor group represented by Donaldson, Lufkin & Jenrette, Inc.
through its venture capital affiliate, the Sprout Group. The
operations that were sold consisted of all Norand Corpora
tion’s distribution products business unit. This business unit
had sales of approximately $68,818,000, $58,889,000 and
$49,335,000 for the years ended August 3 1 , 1 98 8,1987 and
1986, respectively. The total sale price, including a noncom
pete agreement, was $64,900,000, consisting of $51,500,000
cash and preferred stock of Norand Acquisition Corp. valued
at $13,400,000. The sale price is subject to a final audit of the
assets of Norand Corporation.

W.W. GRAINGER, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 13— Subsequent Event

On February 7 , 1989, the Company signed an agreement to
sell the assets of its fan and blower manufacturing business to
Emerson Electric Co. All of the production of the fan and
blower business is sold through the Company’s Distribution
Group. Sales to the Distribution Group were $24,637,000 in
1988. Closing of the sale is expected to occur on February 28,
1989. While final proceeds have not yet been determined, it is
expected that the transaction will result in a net gain.

HALLIBURTON COMPANY (DEC)

Revenues.............
Operating Income.

$227.4
3.9

NOTES TO FINANCIAL STATEMENTS
(Dollars in millions)
Subsequent Event

NOTES TO FINANCIAL STATEMENTS
20. Subsequent Event. In September, 1988, the Company
announced it would sell Life Insurance Company of the South
west (LICSW), a wholly-owned subsidiary. In the first quarter
of 1989, the Company entered into an agreement for the sale
of LICSW. A small after tax profit will be realized on the sale.
Operating results for LICSW included in the Company’s con
solidated statements of income are as follows:
1988

RALSTON PURINA COMPANY (SEP)

1987

1986

(In millions)
$152.4
$197.8
8.3
7.9

On November 1 5 ,1988, the Company completed the sale of
its Van Camp Seafood division to a group of investors led by
PT Mantrust, a privately-held Indonesian concern, for approx
imately $260 in cash. The estimated gain on sale, to be
recognized in the first quarter of the Company’s 1989 fiscal
year, is $70.2, after income taxes of $42.5.

Sales Of Assets
DOW JONES & COMPANY, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS

OLIN CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Subsequent Event

The company has agreed in principle to sell its Olin Hunt
worldwide photo/graphic chemicals business to Fuji Photo
Film Co., Ltd., of Japan for approximately $75 million. The
transaction is expected to be concluded in the first quarter of
1989 upon the execution of definitive agreements and the
approval of the Board of Directors of each company. The
company estimates that this transaction will have no material
effect on the future results of operations.

Note 3 (In Part): Sale o f Investments
In January 1986 the company had sold 2 million of its
original 3.1 m illion shares of Continental Cablevision, Inc.
stock to Continental for $100 million. The gain on the 1986
sale, after applicable income taxes, was $31,358,000, or $.32
per share.

On January 5, 1989 the company sold its remaining 1.1
million shares of Continental Cablevision, Inc. stock for $299.8
million. The gain on sale, after applicable income taxes, of
approximately $164 million, or $1.63 per share, will be re
corded in 1989’s first quarter. At December 31, 1988, the
Continental Cablevision investment was included in the Ba
lance Sheet caption “ Other Investments.’’

Subsequent Events
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JOHNSON PRODUCTS CO., INC. (AUG)

breach of contract and common law fraud in connection with
the 1983 sale by the Company.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Based upon the investigation which the Company is con
ducting with respect to the action, the Company believes that,
during the period of 1969 through 1983 when the site was
owned by the Company, no action was taken by the Company
with respect to the site which was not in compliance with
applicable environmental laws. Counsel for the Company be
lieves that the Company has defenses to the breach of con
tract and common law fraud claims. Counsel for the Company
also believes that the Company has m eritorious claim s
against insurers of the site and against prior owners of the site
with respect to the subject m atter of the action. Accordingly,
counsel for the Company does not believe that the Company
will incur any material liability as a result of the action.

16. Subsequent Event:
On October 3, 1988 the Company sold a warehouse and
approximately 13½ acres of land it owned adjacent to its
corporate o ffices fo r $2,967,500 less closing costs of
$207,000. The contract for the sale of the property was en
tered into in July, 1986 shortly after which the Company re
ceived a total of $500,000 in earnest money deposits.

The Company received contract extension fees of $545,000
in fiscal 1988 plus reimbursement for carrying costs it incurred
from mid-1987. Carrying cost reimbursements amounted to
$480,000 during fiscal 1988 and $203,000 at closing. Sale
proceeds of $1,653,500 were used to reduce long-term debt.
The anticipated pre-tax gain from the sale is $2,200,000 and
will be recorded in fiscal year 1989.

Litigation
CPC INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Litigation

In February 1989, the United States District Court in Dela
ware dismissed five stockholder derivative suits instituted in
1986 against the Company, its then directors, and other de
fendants. The suits alleged that the Company’s November 5,
1986, repurchase of a block of stock that Salomon Brothers
had purchased from entities controlled by Ronald O. Perel
man constituted a violation of the Securities Exchange Act of
1934, breach of fiduciary duty, and waste of corporate assets.
The dismissal, which is subject to appeal, was on the ground
that the plaintiffs were legally required, but failed, to demand
before bringing suit that the Company’s Board of Directors
initiate the litigation. The Court also dismissed a related stock
holder class action.

KERR GLASS MANUFACTURING CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 11 (In Part): Commitments and Contingencies
On January 9, 1989, American National Can Company
(ANCC) filed suit against the Company in the United States
District Court for the Eastern District of Illinois in connection
with the sale by the Company of a glass plant located in
Millville, New Jersey (the site) to National Can Company (now
ANCC) in 1983. The lawsuit alleges that the site was con
taminated at the time of the 1983 sale by various hazardous
substances and seeks a declaration that the Company is
responsible for ANCC’s past and future response costs at the
site. ANCC alleges that, as of the date of the commencement
of the lawsuit, it has spent approximately $500,000 in re
sponse costs at the site. The lawsuit also seeks compensatory
damages in an unspecified amount based upon alleged

SEAGATE TECHNOLOGY (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Subsequent Events
In late July and early August 1988, three class action com
plaints were filed against the Company and certain of its
officers and directors alleging violations of federal securities
laws and various common law torts. The complaints were filed
in the United States District Court in San Jose, California. The
complaints do not specify an amount of damages sought in the
actions. Although the Company cannot predict the likely out
come of the lawsuits at this time, management believes there
are meritorious defenses to each of the claims made in the
complaints and intends to vigorously contest the actions.

THORN APPLE VALLEY, INC. (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10 (In Part): Subsequent Events:

Litigation:
In July 1988, a purported class action lawsuit was filed
against the Company and its directors alleging, among other
things, unfairness in the Company’s rejection of a proposed
buy out offer from an outside competitor. Management intends
to vigorously defend the case and believes that the final out
come will not have a material adverse effect on the Company’s
consolidated financial condition.

USX CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
30. Subsequent Events

On November 22, 1988, a wholly owned subsidiary of
Marathon agreed to purchase the stock of Rock Island Refin
ing Corporation. The transaction is expected to be concluded
in the first quarter of 1989. The acquisition will be accounted
for by the purchase method and will not have a material effect
on consolidated results of operations.
In January 1989, TXO and MidCon Corporation units
agreed to a settlem ent of gas purchase contract disputes.
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Under the terms of the settlement, TXO received $146 million
from MidCon’s affiliates in February, which will be included in
first quarter 1989 income results.

Employee Benefits
COURIER CORPORATION (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
K (In Part): Subsequent Events

Restructuring of Retirement Benefit Plans:
In October 1988, the Company announced a planned re
structuring of its retirem ent benefit plans. The existing pension
plans of the Company and its wholly-owned subsidiaries will
be discontinued or modified and replaced with a comprehen
sive new retirement benefits program. The new program will
include the formation of an employee stock ownership plan
(ESOP) funded by approximately $2 million of excess assets
from terminated pension plans. The restructuring and termina
tion of pension plans w ill result in a significant accounting gain
in fiscal 1989, reflecting the excess funding of pension plans.
The exact amount of the gain to be recorded cannot be deter
mined at this time.

EKCO GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
21 (In Part): Subsequent Events

Severance Policy
On February 1 4 , 1989, the Board of Directors of the Com
pany adopted a severance policy for all exempt employees of
the Company. In the event of a Change in Control (as defined)
each exempt employee of the Company whose employment is
terminated, whose duties or responsibilities are substantially
diminished, or who was directed to relocate within 12 months
after such Change in Control, will receive, in addition to all
other severance benefits accorded to sim ilarly situated em
ployees, salary continuation benefits for a period of months
determined by dividing his or her then current yearly salary by
$10,000 limited, however, to a total of 12 months. This policy
does not apply to any exempt employee of the Company who
is a party to a contractual commitment with the Company
which provides him or her with greater than 12 months salary,
severance payment or salary continuation upon his or her
termination in the event of a Change in Control. This policy
may be rescinded at any time by the Company’s Board of
Directors serving prior to a Change in Control.

THE MAY DEPARTMENT STORES COMPANY
(JAN)
NOTES TO FINANCIAL STATEMENTS
S ubsequent Event. On March 2, 1989, the company
announced that its Profit Sharing Plan will be amended to
include an employee stock ownership plan (ESOP). Under the
new ESOP, it is anticipated that the Profit Sharing Plan will
borrow $400 million, guaranteed by the company, and will use
the loan proceeds to buy $400 million of a new class of

convertible preferred stock to be issued by the company. The
ESOP is expected to be implemented in April 1989, at which
time the terms of the borrowing and guarantee, along with the
terms of the convertible preferred stock, will be finalized.
However, it is expected that such borrowings will be repaid
over a period not to exceed 15 years.
On March 2, 1989, the company also announced that it
commenced a “ Dutch Auction” cash self tender offer for
10,250,000 shares of its common stock (6.9% of the shares
then outstanding) at prices not greater than $39 per share nor
less than $34 per share, as specified by the tendering shareowners.

WHITMAN CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
15. Subsequent Events
In January, 1989, the Company formed an Employee Stock
Ownership Plan (ESOP) for most of its U.S. salaried em
ployees. The ESOP Trustee purchased $500 million of W hit
man convertible First Preferred Stock, with payment made by
a $500 million note issued to the Company. The Company
shall contribute sufficient funds each year which, when com
bined with dividends on the Preferred Stock at a 7.75 percent
rate, will be used to retire this note over a 12-year period. The
Company will also suspend future accruals in its defined be
nefit pension plans and substitute allocations of ESOP stock
for its contributions to the 401 (k) plan.

Capital Stock Issued Or Purchased
FLEMING COMPANIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Subsequent Event

In February 1989 the company issued $100 million of vari
able term preferred stock resulting in net proceeds of approx
imately $98 million. Net proceeds were used to reduce out
standing commerial paper which was issued in connection
with the purchase of M&H. The preferred stock consists of
100,000 shares of $10 par value having a $1,000 liquidation
preference per share.
The shares were issued in two series. Shares issued under
Series A have an initial term of 55 days at an annual dividend
rate of 8.1% for the 50,000 shares which were sold for a total of
$50 million. Shares issued under Series B have an initial
14-month term at an annual dividend rate of 8.4% for the
50,000 shares which were sold for a total of $50 million.
Subsequent terms for each series will be set by a term selec
tion agent at either 49 days or from one to 10 years with
dividend rates determined pursuant to specific auction proce
dures. Dividends are cumulative.

Subsequent Events

OAK INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(15) Subsequent Events:

Investment by MIM Ltd.
On January 26, 1989, MIM Ltd. (“ MIM” ), an international
fund management company based in the United Kingdom,
purchased from the Company 7,000,000 shares of the Com
pany’s common stock at $.75 per share and a warrant to
acquire an additional 3,000,000 shares of common stock at
$1.20 per share until January 2 5 , 1996. MIM also purchased
10,000,000 shares of the Company’s common stock previous
ly held by Itel Corp. Shares and warrants acquired by MIM
were subsequently distributed to various funds that MIM
advises. At the same tim e, the Company reacquired the
Series D warrant from Itel Corp. and subsequently retired the
warrant.
Purchase of Chip Supply, Inc.
On February 1 , 1989, the Company signed a letter of intent
to purchase all of the issued and outstanding shares of Chip
Supply, Inc. Total revenue of Chip Supply, Inc. for the year
ended December 31, 1988 was $20,000,000, with operating
income of approximately $4,000,000. The Company expects
to complete the transaction in the second quarter of 1989.
Sale of Harper-Wyman
On January 6 , 1989, the Company signed an agreement to
sell the assets of its wholly owned subsidiary, Harper-Wyman
Company. Harper-Wyman’s sales and operating income for
1988 were approximately $54,000,000 and $700,000, respec
tively. The transaction is expected to close in the near future.

PACCAR INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note N— Stockholders’ Equity ($000)

Stock Dividend: On April 2 6 , 1988, the Board of Directors
declared a stock split in the form of a 100% stock dividend,
which was paid on July 2 9 , 1988 to stockholders of record at
the close of business on July 8, 1988. All per share figures
presented have been adjusted for the effects of the stock
dividend.
Subsequent Event: On February 17, 1989, the Company
purchased 693,860 shares of its common stock at the market
price for a total of $29,836 in a privately negotiated transac
tion.

STEEL TECHNOLOGIES INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6. Common Stock Issued Subsequent to Year-End:

On October 5, 1988, the Company completed a public
offering of 1,013,000 shares of its common stock. The Com
pany anticipates using the net proceeds of $14,700,450 pri
marily for the construction and equipping of an annealing and
storage facility adjacent to the Company’s processing facility
in Portage, Indiana, for the construction and equipping of a
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new processing facility to serve customers in the eastern
United States, and to reduce outstanding unsecured borrow
ings under the bank line of credit.

Stock Purchase Rights
LEGGETT & PLATT, INCORPORATED (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
O— Subsequent Event
On February 15, 1989, the Company declared a dividend
distribution of one preferred stock purchase right (a Right) for
each share of common stock outstanding on February 27,
1989. Additional Rights w ill be issued with, and attached to,
any subsequently issued common stock. Initially, Rights will
be attached to and trade with the common stock. The Rights
will not become exercisable or trade separately until 10 busi
ness days after the earlier o f: (1) a person or a group becomes
the beneficial owner of 20% or more of the outstanding com
mon stock of the Company: or (2) a person or a group com
mences, or announces an intention to commence, a tender or
exchange offer which would result in ownership by the person
or group of 20% or more of the Company’s outstanding com
mon stock.

Each Right, when exercisable, entitles the registered holder
to purchase one one-hundredth of a share of newly autho
rized, no par value, series A junior participating preferred
stock at an exercise price of $125, subject to certain anti
dilution adjustments. In addition, if the acquiring person or
group acquires 20% or more of the Company’s common stock,
holders of Rights (other than the acquiring person or group)
will be entitled to purchase, in lieu of preferred stock, common
stock of the Company having a value at that time of twice the
exercise price then in effect. At any tim e after a person or
group acquires 20% or more (but less than 50%) of the Com
pany’s outstanding common stock, the Company may, at its
option, exchange the Rights (other than Rights held by the
acquiring person or group), in whole or in part, for one share of
common stock (or one one-hundredth of a share of the new
series of preferred stock) per Right.
In the event that the Company merges with or transfers 50%
or more of its assets or earnings to any person after the Rights
become exercisable, holders of Rights may purchase com
mon stock of the acquiring entity having a value equal to twice
the exercise price then in effect.
The Board of Directors can redeem the Rights for one cent
per Right at any tim e prior to the acquisition by a person or
group of beneficial ownership of 20% or more of the Com
pany’s common stock. Until a Right is exercised, the holder
thereof will have no rights as a shareholder of the Company,
including, without lim itation, the right to vote or to receive
dividends. The Rights will expire on February 15, 1999.

PREMARK INTERNATIONAL, INC. (DEC)
NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS
Note 16: Subsequent Event

On March 7 , 1989, the company declared a dividend to the
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holders of the company’s common stock as of March 1 3 ,1989,
of the right to purchase one share of common stock for each
share of common stock owned by such holder at a price of
$125, subject to adjustment. Each right will be exercisable
only if an acquiror obtains beneficial ownership of 20 percent
or more of the company’s common stock or makes an offer to
acquire 20 percent or more of the common stock. If any
acquiror obtains beneficial ownership of 30 percent or more of
the company’s outstanding common stock other than pur
suant to a cash tender offer for all shares in which such
acquiror increases its stake from less than 20 percent to 80
percent or more of the outstanding shares of common stock,
each right w ill entitle a holder (other than the acquiror) to buy a
number of additional shares of the company’s common stock
having a market value of twice the exercise price of each right.
In the event that the company is acquired through a merger or
other business combination transaction, each right entitles the
holder to purchase common stock of the acquiring company
having a market value of two tim es the exercise price of the
right. The rights may be redeemed by the company, prior to
the acquisition of 20 percent of the company’s common stock,
at a price of $.01 per right. After the occurrence of certain
events, the company may exchange all or part of the rights for
one share of common stock per right. The company may
reduce the 20 percent and 30 percent thresholds to not less
than 15 percent. The rights will expire on March 13, 1999.

Stock Splits
BANNER INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Figures in thousands, except for per share and percent
ages)
8 (In Part): Issuance o f Equity Securities:
In September 1988, the Board of Directors authorized a
three-for-two stock split in the form of a 50 per cent stock
dividend on the Company’s Class A and Class B Common
Stock. The stock dividend will be distributed on October 4,
1988 to holders of record on Septem ber2 0 ,1988. The restate
ment for this split, at June 3 0 , 1988, resulted in an additional
1,422 and 931 shares of Class A and B Common Stock,
respectively, being added to the actual shares issued. Frac
tional shares w ill be paid in cash based on the closing price on
the record date adjusted for the stock split. All stock and stock
option amounts as well as earnings per share amounts, divi
dends and market prices per common share have been res
tated retroactively for the stock split.

JOHNSON & JOHNSON (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 19. Subsequent Event

On February 13, 1989, the Board of Directors declared a
two-for-one stock split of the Company’s common stock, sub
ject to stockholder approval of an increase in the Company’s
authorized shares from 270 million to 540 million at the Com
pany’s annual meeting. If approved by the stockholders, one
new share of common stock, par value $1.00 per share, would
be distributed with respect to each existing share of common
stock held of record on April 26, 1989.

Company Offer To Purchase Its Stock
ALCO STANDARD CORPORATION (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
15. Subsequent Event

On December 8 , 1988, the Company announced an offer to
purchase 7,500,000 shares of its common stock, at prices
specified by the tendering shareholders within the range of
$25 to $29 per share.

Public Offering Of Subsidiary Stock
ATLANTIC RICHFIELD COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Subsequent Event

Effective July 1 , 1988, ARCO transferred to Lyondell Petro
chemical Company (“ Lyondell” ), a wholly owned subsidiary of
ARCO, substantially all the assets and liabilities of the inte
grated petrochemical and petroleum processing business of
what had been the Lyondell Division of ARCO. In exchange for
the transfer of such assets and liabilities, Lyondell issued to
ARCO additional shares of Lyondell common stock, resulting
in the ownership by ARCO of 80,000,000 shares, representing
all of the issued and outstanding common stock of Lyondell.
In January 1989, ARCO completed an initial public offering
of 43,000,000 shares of Lyondell common stock, thereby
decreasing ARCO’s percentage ownership to 46.25 percent.
As a result of the sale of Lyondell stock, ARCO no longer
holds a controlling interest in Lyondell and w ill therefore
account for its investment in Lyondell on the equity method
effective January 1 , 1989. The following are pro forma finan
cial statements of ARCO for the year ended December 31,
1988 which give effect to accouting for Lyondell on the equity
method from January 1, 1988. The pro form a Statement of
Income does not include an estimated gain of approximately
$630 million resulting from the sale of Lyondell stock, which
will be recognized in the first quarter of 1989.

Subsequent Events

Pro forma Condensed Consolidated Statement of Income-year ended De
cember 31, 1988.
Millions of dollars
except per share amounts
Revenues:
Sales and other revenues.......................
Earnings of affiliated companies.............
Costs and expenses:
Costs and other operating expenses......
Selling, general and administrative ex
penses ...............................................
Taxes other than income taxes..............
Depreciation, depletion and amortization
Interest..................................................

As Reported

Pro forma
(unaudited)

$18,820
48

$15,191
299

18,868

15,490

10,771

8,137

1,368
1,363
1,704
842

1,277
1,327

16,048

13,245

2,820

2,245

Income before income taxes and minority
interest..................................................
Provision for taxes on income and minority
interest in earnings of subsidiary..........

1,688
816

1,237

954

Net income.................................................

$ 1,583

$ 1,291

Earnings per share......................................

$

$

Weighted average shares outstanding........

8.78
180.4

7.16
180.4

Pro forma Condensed Consolidated Balance Sheet-December 3 1 , 1988.

As Reported

Pro forma
(unaudited)

Assets
Cash, cash equivalents and short-term
investments.......................................
Other current assets...............................
Property, plant and equipment, net........
Other assets...........................................

$ 1,905
2,852
15,931
826

$ 3,132
2,314
15,627
674

Total assets............................................

$21,514

$21,747

$ 1,677
1,587

$ 1,464
1,519

5,665
3,770
2,568
6,247

5,427
3,558
2,902
6,877

$21,514

$21,747

Millions of dollars

Liabilities and Stockholders’ Equity
Accounts and notes payable..................
Other current liabilities...........................
Long-term debt and capital lease obliga
tions..................................................
Deferred income taxes...........................
Other deferred liabilities.........................
Stockholders’ equity...............................
Total liabilities and stockholders’ equity .

SEC Inquiry
DSC COMMUNICATIONS CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Commitments and Contingencies (In Part)

Other
On January 1 0 ,1989, the Company concluded an informal
inquiry by the Securities and Exchange Commission (SEC)
regarding the Company’s recognition of revenue in 1984 and
1985. W ithout admitting the SEC’s allegations, the Company
agreed, in an adm inistrative action, to restate its 1985 and
1984 consolidated financial statements for one revenue trans
action recorded in 1984, which represented approximately
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4.4% of 1984 revenue. The restatement has no impact on the
Consolidated Financial Statements for 1 9 8 8 ,1987 or 1986.

Plant Destroyed By Fire
EAGLE-PICHER INDUSTRIES, INC. (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
M. Subsequent Events
On D ecem ber 15, 1988, th e C om pany received
$83,440,000 from The Aetna Casualty and Surety Company
(see Note K). The proceeds were used to repay all short-term
borrowings under the credit and agency agreement (see Note

E).
On December 9 , 1988, the Company sold Chi-Vit Corpora
tion and Chicago Vitreous (Canada) Ltd. These operations
manufacture and supply porcelain enamel coating materials
to the home appliance, architectural and plumbing and heat
ing in d ustrie s. The net proceeds from th is sale w ere
$23,500,000; and the pre-tax gain on the sale, net of ex
penses, was approximately $13,000,000 (unaudited). This
gain will be included in 1989 first quarter results. Sales and
pre-tax earnings for this division in 1988 were approximately
$31,200,000 and $4,200,000 (unaudited).
The Company has entered into a letter of intent for the sale
of the Bearings D ivision for approxim ately $24,000,000.
These operations produce a wide variety of castings which are
custom machined into finished bronze bearings. Sales and
pre-tax earnings for the Division in 1988 were approximately
$42,200,000 and $2,600,000 (unaudited).
In December, 1988, the River Rouge, Michigan plant of
Fabricon Automotive was destroyed by fire. Sales and operat
ing incom e fo r th is plant in 1988 w ere approxim ately
$17,600,000 and $900,000 (unaudited). No loss has been
recorded at November 30, 1988 as insurance proceeds are
expected to cover the recorded book value of assets de
stroyed.

Agreement To Contribute Assets
GENUINE PARTS COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note H— Subsequent Events
On January 3 , 1989 the Company paid approximately $25
million (U.S.) for a 20% equity interest in UAP, Inc., a Cana
dian automotive parts distributor. The investment will be
accounted for on the equity method of accounting.

Also, the Company has entered into an agreement to contri
bute its Canadian automotive operations (net book value of
approximately $12 million) to a partnership formed by the
Company and UAP, Inc.
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Award Of Contract
INTERMEC CORPORATION (MAR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 7 (In Part): Subsequent Events

On May 6 , 1988, the company was awarded a contract by
the Department of Defense for logistics application of auto
mated marking and reading of symbols (LOGMARS). Ex
pected revenues over the five year contract life are estimated
at $116 m illion. The company has deferred certain non
recurring engineering and other costs incurred in connection
with this contract bid. Such costs total $758,000 and will be
amortized over the life of the contract.

Further, under the cover of a prelim inary conclusion dated
July 1 1 , 1988, a firm of independent certified public accoun
tants, acting as arbitrator in determining the adjustment to the
purchase consideration in accordance with the Agreement,
has determined that National should pay $15.0 m illion to SL as
an increase in the purchase price. The arbitrator’s decision
and ultimate effect on the purchase price is not reflected in
National’s Consolidated Financial Statements at May 29,
1988. The transaction has no significant impact on net earn
ings' or the earnings per share calculations included in the
accompanying Consolidated Financial Statements of National
at May 2 9 , 1988. The recording of the transaction will reduce
cash and increase property, plant and equipment.

Lessee Lease

Lessor Lease

THE PITTSTON COMPANY (DEC)

LONE STAR INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO FINANCIAL STATEMENTS
16. Leases
N et re n ta l expense in 1988, 1987 and 1986 w as
$12,881,000, $18,068,000, and $20,171,000, respectively.
Minimum rental com m itm ents under all non-cancellable
leases principally pertaining to land, buildings and equipment
are as follow s; 1989— $10,218,000; 1990— $10,247,000;
1991— $$6,710,000; 1992— $5,739,000; 1993— $5,049,000;
after 1993— $8,479,000. Certain leases include options for
renewal or purchase of leased property.

In January 1989, the company leased its New Orleans
cement plant and related term inals for twenty-five years at an
average annual rental of $2,500,000. The lease can be can
celled by the lessee at the end of three years or by the
company upon twelve months notice. The lease contains an
option that allows the lessee to purchase the cement plant and
term inals at the end of the lease term and during a specified
period at the assets’ then fair market values but not less than
their net book values.

Arbitration Proceedings
NATIONAL SEMICONDUCTOR CORPORATION
(MAY)
NOTES TO FINANCIAL STATEMENTS
Note 14. Subsequent Events
On July 1 1 ,1988, subsequent to National’s 1988 year-end,
the C om pany re p urcha sed the S e c u ritie s issued to
Schlumberger Limited (SL), as described in Note 3. Accord
ingly, National paid to SL $127.5 million in cash, consisting of
(i) the aggregate m arket price on July 8 , 1988 for the securities
of $62.6 million; (ii) a guarantee amount in accordance with
the agreement of $59.2 million; and (iii) interest of $5.7 million.
The transaction has no significant impact on net earnings and
earnings per share calculations included in the accompanying
Consolidated Financial Statements of National at May 29,
1988. The recording of the transaction will reduce cash, other
current liabilities, common stock par value and additional paidin capital.

16. Subsequent Event

Early in 1989, a wholly owned subsidiary of the Company
and the Toledo-Lucas County Port Authority made a mutual
commitment to enter into a twenty-two year lease for a new
permanent hub facility to be located at the Toledo Express
Airport in Ohio. This facility w ill be financed and built by the
Port Authority. Completion of the 275,000 square foot facility is
expected in the third quarter of 1990. This facility will replace
the existing 104,000 square foot temporary hub, which is
under lease in Fort Wayne, Indiana.

Proposed Acquisition Of Reporting Company
SHAKLEE CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 15— Proposed Acquisition o f the Company
On March 1 3 , 1989, the Company and Yamanouchi Phar
maceutical Co., Ltd., jointly announced that they had entered
into a definitive merger agreement providing for the acquisi
tion of all of the outstanding shares of the Company at a price
of $28 per share for a total consideration of approximately
$395 million pursuant to a cash tender offer. The price to be
paid to stockholders, when the transaction is consummated, is
in addition to the $20 per share cash dividend, which was
declared on March 2 , 1989 (see Note 12).

Tender Offer For Stock Of Another Company
TYSON FOODS, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 9: Subsequent Event

On October 2 1 , 1988, the company notified the Securities
and Exchange Commission of its tender offer to purchase all
of the outstanding common stock and common stock equiva
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R elated Party Transactions

lents of Holly Farms Corporation (Holly). The company is in
the process of finalizing terms of a $1.6 billion proposed credit
agreement to finance the acquisition, provide future working
capital needs and retire certain existing indebtedness of both
the company and Holly, should the tender offer be consum
mated. The tender offer and financing are contingent upon
certain conditions, the outcome of which cannot be deter
mined at this time.

Sale Of Receivables

Transactions with Mitsubishi for the years ending October
31, were as follows:
Sales
1988..............
1987..............
1986..............

$ 776
517
2,084

Purchases
$1,931
10,244
1,762

Receivables Payables
$5,512
7,421
62,984

$

—
—
1,111

License
Fees
$7 ,117
10,146
3,718

The Company believes that its transactions with Mitsubishi
are competitive with alternative sources of supply.

WESTERN DIGITAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(in thousands, except share data)
12
(In Part): Subsequent Events
In August 1988, the Company entered into a three-year
agreement with a financial institution whereby the Company
agreed to sell undivided fractional interests in designated
pools of trade accounts receivable on an ongoing basis, in an
amount not to exceed $40,000. The Company is obligated to
pay fees which approximate the purchaser’s cost of issuing a
like amount of commercial paper plus certain administrative
costs.

RELATED PARTY TRANSACTIONS
Statem ent o f Financing A ccounting Standards No. 57
(Section R36 of FASB Accounting Standards— Current Text)
specifies the nature of information which should be disclosed
in financial statements about related party transactions. In
1988,163 survey companies disclosed related party transac
tions. Examples of related party disclosures follow.

Transactions Between Affiliated Companies

Transactions Between Company And Major
Stockholders
ELECTRO-NUCLEONICS, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(13) Related Party Transactions
Pharmacia Inc., a wholly-owned subsidiary of Pharmacia
AB, owns 20% of the Company’s common stock. Purchases
from Pharmacia, relating prim arily to its allergy product line
w hich is distributed by the Com pany in the U.S. were
$4,129,000 in 1988 and $4,951,000 in 1987. The Company is
involved in research and development related to various aller
gy and diagnostic products for which it invoices Pharmacia.
Such billings amounted to $2,607,000 and $1,570,000 in 1988
and 1987, respectively. Included in trade accounts receivable
are $1,763,000 and $342,000 at June 30, 1988 and 1987,
respectively, representing amounts receivable under the
above noted research and development activities.

LAFARGE CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Related Party Transactions

HARNISCHFEGER INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollar amounts in thousands unless indicated.)
Note 15— Transactions With A ffiliated Companies

On October 31, 1986, the Company sold to Mitsubishi a
20% equity interest in Beloit for $60,000 in cash. In addition,
the Company and Mitsubishi amended the existing license
agreement to expand the geographical areas in which Mitsu
bishi may market products as Beloit’s principal foreign licens
ee. The agreements also provide for the unanimous approval
of the Beloit Board of Directors (which shall include at least
one director designated by Mitsubishi) for certain major corpo
rate actions.

The Company’s m ajor shareholder, Lafarge Coppée, pro
vides certain technical and research and management assis
tance to the Company. The expenses accrued for these ser
vices were $4.8 million, $4.8 million and $2.9 million during
1988,1987 and 1986, respectively. In addition, the Company
purchases various products from Lafarge Coppée. Such
purchases totaled $14.4 million, $9.1 m illion and $5.6 million
during 1988, 1987 and 1986, respectively. All transactions
with Lafarge Coppée were conducted on an arm’s-length
basis.
In July 1988, Lafarge Coppée purchased $15 million of the
Company’s Convertible Debentures.
During 1986 and 1987, the Company purchased substan
tially all of the assets, including a cement plant in Alpena,
Michigan, thirteen cement term inals located around the Great
Lakes and inventory of National Gypsum Company’s Huron
Cement Division. Lafarge Coppée at that time owned 36.5
percent of Aancor Holdings, Inc., the parent company of
National Gypsum.
During 1986, the Company issued 1.6 million $1.88 Con
vertible Preferred Shares to Lafarge Coppée for $40.0 million.
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An additional 800,000 of $1.88 Convertible Preferred Shares
issued as part of the consideration for the purchase of the
Huron Cement Division assets were transferred to Lafarge
Coppée by National Gypsum. In August 1988, Lafarge Cop
pée elected to convert these shares into 5.2 million of the
Company’s Common Shares.

Transactions Between Company And Investees
CHEVRON CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Millions of Dollars)

ANCHOR GLASS CONTAINER CORPORATION
(DEC)

Note 9 (In Part): Investments and Advances
Investments in and advances to companies accounted for
using the equity method, and other investments accounted for
at or below cost, are as follows:

NOTES TO FINANCIAL STATEMENTS
Note 4— Other Related Party Information

The Company has an agreement with Harding Service Cor
poration (Harding) fo r m anagem ent consulting services
through 1992. At the tim e the Company entered into the
agreement the three owners of Harding were also major stock
holders of the Company. These individuals held less than 5%
of the Company’s stock at December 3 1 , 1988. In return for
those consulting services, the Company has agreed to pay
Harding annual consulting fees of $400,000 during 1989
through 1992. For 1988, 1987 and 1986, fees of $450,000,
$500,000 and $600,000, respectively were incurred.
The Company leased its corporate headquarters from a
limited partnership of which certain stockholders of the Com
pany are limited partners. The term of the initial lease expires
in 1989 and lease payments for 1 9 8 8 ,1987 and 1986 were
approximately $751,000, $742,000 and $694,000, respective
ly. The Company intends to allow the lease to expire in May
1989, as the Company has leased a new headquarters facility
from an unrelated third party for a term commencing in the
1988 fourth quarter. The Company has subleased the existing
facility to an unrelated third party for the balance of the lease
term.
The Company has purchased its insurance coverage
through two insurance brokerage firms, both of which were
50% owned by certain stockholders of the Company. These
stockholders sold their interest in one of the firm s during 1986.
Insurance brokerage commissions paid for 1988, 1987 and
1986 were approximately $368,000, $396,000 and $525,000,
respectively.
Amounts applicable to related party transactions included in
the Statement of Income for the year ended December 31 are
as follows:

Interest expense, net—
Expense...................
Income.....................
Cost of products sold—
Depreciation expense
Selling and administra
tive expenses—
Management consuiting fees.........
Rental of corporate
headquarters........
Insurance brokerage
fee.......................

1988

1987

1986

$17,774,000
(10,186,000)

$18,187,000
(10,500,000)

$15,242,000
(11,610,000)

3,789,000

4,805,000

4,811,000

450,000

500,000

600,000

751,000

742,000

694,000

368,000

396,000

525,000

December 31
1988
1987
Equity Method Affiliates
Caltex Group........................................................
AMAX..................................................................
Other affiliates.....................................................

$1,253
—
373

$1,218
247
711

Other, at or below co st...........................................

1,626
135

2,176
122

Total Investments and Advances.........................

$1,761

$2,298

The Company’s transactions with affiliated companies,
which prim arily involve the purchase of Indonesian crude oil
from Caltex and the sale of crude oil and products to Caltex’s
refining and marketing companies, were as follows:
Year Ended December 31
1988

1987

1986

Sales to Caltex............................
Sales to other affiliates...............

$356
179

$ 696
506

$493
301

Total sales to affiliates.............

$535

$1,202

$794

Purchases from Caltex.................
Purchases from other affiliates...

$575
69

$ 649
7

$756
39

$644

$ 653

$795

Total purchases from affiliates

Accounts and notes receivable in the Consolidated Balance
Sheet include $44 and $90 at December 3 1 , 1988 and 1987,
respectively, of am ounts due from affiliated companies.
Accounts payable include $183 and $216 at December 31,
1988 and 1987, respectively, of amounts due to affiliated
companies.

ECHLIN INC. (AUG)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 2. A ffiliated Party Transactions:

On April 19, 1988, the Company sold 200,000 shares of
common stock in Raytech Corporation back to Raytech for
$1,200,000, resulting in a loss of $878,000, which was in
cluded in selling and adm inistrative expenses. Due to the sale
and the issuance of additional shares of common stock by
Raytech, the Company’s ownership percentage in Raytech
has been reduced to approximately 12 percent. The Com
pany’s remaining investment of 545,000 shares, valued at
$5,510,000, is being accounted for at cost, as the unregistered
shares are deemed to be a restricted investment. Prior to the
sale, this investm ent was accounted for using the equity
method.
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On March 18, 1987, the Company entered into a stock
purchase agreement under which it acquired, for $5,400,000,
600,000 shares of common stock of Champion Parts, Inc. and
warrants to purchase 300,000 shares of common stock at
$9.20 per share. Under the agreement, the Company will
receive limited protection against a decline in the price of
Champion’s stock through 1994; will be restricted as to future
purchases or sale of Champion stock through 1994; and will
be entitled to designate up to three directors depending on the
size of the board. This investment, which represents approx
imately 17 percent of the outstanding shares of Champion, an
automotive parts remanufacturer, is accounted for using the
equity method. Champion is a customer of Echlin with purch
ases of $5,998,000, $3,948,000 and $1,889,815 during fiscal
1988, 1987 and 1986, respectively.

Transactions Between Company And
Officers/Directors
DSC COMMUNICATIONS CORPORATION (DEC)

GALAXY CARPET MILLS, INC. (SEP)
NOTES TO FINANCIAL STATEMENTS
7. Related Party Transactions
The Company maintains a steam puchase agreement with
Georgia Steam Company (a partnership). The partnership
consists of several individuals who are directors and/or offi
cers and shareholders of the Company.

The following is a summary of transactions with Georgia
Steam Company for 1 9 8 8 ,1987 and 1986:
Year Ended
Steam purchases from Geor
gia Steam.........................
Reimbursements to Galaxy
for expenses incurred for
the partnership.................
Accounts payable to Georgia
Steam at fiscal year-end...

1988

1987

1986

$1,344,000

$1,413,000

$1,419,000

266,000

251,000

226,000

4,000

178,000

64,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Related Parties

During the third quarter of 1986, the Company sold switch
ing equipment leases to a finance company whose president
is a member of the Company’s Board of Directors for notes
receivable of $1,800,000. At December 3 1 , 1988, the unpaid
balance of the notes receivable totalled $411,000. The notes
receivable are payable over periods ranging from four to five
years and bear interest of approximately 8%. The Company
believes the terms of the sale were comparable to those
available from unrelated parties.
The parent of the finance company discussed above leases
certain office and manufacturing facilities to the Company and
constructed a facility for the Company in 1985. The facility cost
approximately $17,200,000. Rental expense on leases with
the affiliates amounted to $1,855,000 in 1988, $1,988,000 in
1987 and $1,815,000 in 1986, with future minimum lease
payments amounting to $3,242,000 at December 31, 1988.
During 1988, the Company purchased 90,000 shares of its
outstanding common stock from a member of the Board of
Directors at the existing market price at the date of the transac
tion.
The Company has an agreement to pay consulting fees,
which amounted to $200,000 in 1988 and $183,000 in 1987, to
a member of the Company’s Board of Directors.

HOMASOTE COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10— Operations:
An officer of the Company is also a director of a major raw
material supplier of Homasote. The amount of raw material
purchased from this supplier approximated $494,000 in 1988,
$585,000 in 1987 and $501,000 in 1986. The amount due to
the supplier at December 31, 1988 and 1987 amounted to
$13,000 and $17,000, respectively.

THORN APPLE VALLEY, INC. (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5.
Notes Payable Officers and Other Related Party Trans
actions:

The notes payable, officers, are due July 1988, with interest
payable monthly at approximately one percent below the
prime rate. Interest expense on the notes payable, officers,
amounted to approximately $156,000, $71,000 and $76,000
for the years ended 1 9 8 8 ,1987 and 1986, respectively.
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The Company leases from entities controlled by certain
officers/shareholders of the Company its corporate office
building and a two-story building used for storage and mainte
nance purposes under an agreement expiring in November
1988. During 1988,1987 and 1986, the Company paid rent of
approximately $92,000, $88,000, and $85,000, respectively,
for the use of these two locations.
The Company maintains inventory at a freezer warehouse
which is 40% owned by two officers of the Company. Storage
and handling expenses to this freezer warehouse amounted
to approximately $1,042,000 and $163,000 for the years end
ed 1988 and 1987, respectively. In June 1987, the Company
entered into a five year agreement to rent a portion of the
freezer warehouse. Rent expense under this agreement
amounted to $191,000 for the year ended 1988. Future mini
mum rent payments under this agreement are $215,000 per
year, with potential increases based upon increases in utility
costs. The minimum aggregate commitment for the remaining
four years of the lease is $860,000. The Company believes
that these charges are competitive with sim ilar charges paid
by the Company to other freezer services.

INFLATION ACCOUNTING
Effective for financial reports issued after December 2,
1986, Statement o f Financial Accounting Standards No. 89
states that companies previously required to disclose current
cost information are no longer required to disclose such in
formation.
Many of the survey companies include a discussion of
inflation in the Management’s Discussion and Analysis of
Financial Condition.
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BALANCE SHEET TITLE

CASH

T ab le 2-1 sum m arizes the titles used to describe the state
m ent of assets, liabilities and stockholders’ equity.

T ab le 2 -3 shows th at over half of the survey com panies use
the caption Cash an d equivalents or Cash an d cash equiva
lents to describe cash. Prior to 1988 th e caption used most
frequently by the survey com panies w as Cash. O f the 121
com panies showing a balance sheet caption combining cash
and m arketable securities, 3 7 disclosed separate am ounts
either parenthetically on the balance sheet or in a note to the
financial statem ents. Exam ples of captions for cash and cash
item s follow.

TABLE 2-1: BALANCE SHEET TITLE
1988

1987

1986

1985

Balance Sheet.......................
Statement of Financial Posi
tion...................................
Statement of Financial Condi
tion...................................

559

555

556

550

32

35

33

37

9

10

11

13

Total C om panies...............

600

600

600

600

BALANCE SHEET FORMAT
B alance sheet form ats include the account form , the report
form , and the financial position form . T he account form shows
total assets on th e left-hand side equal to th e sum of liabilities
and stockholders’ equity on the right-hand side. T he report
form shows a dow nward sequence of either total assets minus
total liabilities equal to stockholders’ equity or total assets
equal to total liabilities plus stockholders’ equity. T he financial
position form , a variation of the report form , shows noncurrent
assets added to and noncurrent liabilities deducted from work
ing capital to arrive a t a balance equal to stockholders’ equity.
Statem ent o f Financial A ccounting Standards No. 94,
which requires th at nonhom ogeneous operations be consoli
dated, becam e effective for m any of th e survey com panies in
1988. As a result, several of the survey com panies presented
an unclassified balance sheet (1 3 com panies) or a classified
balance sheet which segregated the assets and liabilities of
nonhom ogeneous operations (1 0 com panies). Prior to 1988,
all the survey com panies, w ith an occasional exception, pre
sented a classified balance sheet.

APPLIED BIOSYSTEMS, INC. (JUN)
1988
1987
(In thousands)
Current assets;
Cash and equivalents (Note 3 ) ......................
Accounts receivable (less allowances of $991
in 1988 and $836 in 1987)......................
inventories:
Finished goods..........................................
Work in process.......................................
Materials...................................................
Prepaid and deferred taxes........................
Deposits and other........................................
Total current assets.......................................

$ 50,774

$23,462

21,613

21,997

10,245
5,531
8,624
7,736
4,539
109,062

7,634
4,114
8,617
4,574
5,197
75,595

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Significant Accounting Policies
Cash Equivalents— For purposes of th e statem ents of cash
flows, th e Com pany considers all highly liquid debt instru
m ents purchased w ith an original m aturity d ate of th ree
months or less to be cash equivalents. Cash equivalents are
stated a t cost which approxim ate m arket.
Note 3. Cash a n d Equivalents
Cash and equivalents consist of:

TABLE 2-2: BALANCE SHEET FORMAT
1988

1987

1986

1985

Report form..........................
Account form.......................
Financial position form.........

392
205
3

369
228
3

356
241
3

336
261
3

Total Com panies...............

600

600

600

600

(In thousands)
Commercial paper.............................................
Certificates of deposit........................................
Time deposits....................................................
Repurchase agreements....................................
Federal agency securities...................................
Bankers’ acceptances........................................
Cash (including interest bearing accounts)........
Total ................................................................

1988
$21,068
10,015
8,058
—
3,078
3,973
4,582
$50,774

1987
$8,436
5,024
2,032
2,001
—
1,979
3,990
$23,462
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TABLE 2-3: CASH— BALANCE SHEET CAPTIONS

Cash......................................
Cash and Equivalents............
Cash includes certificates of
deposit or time deposits...
Cash combined with marketable securities..................
Total C om panies................

1988
160
305

1987
215
159

1986
235
117

1985
233
106

14

37

47

55

121
600

189
600

201
600

206
600

ALCO STANDARD CORPORATION (SEP)
1988
1987
(in thousands)

CHOCK FULL O’ NUTS CORPORATION (JUL)

Current Assets:
Cash and cash equivalents, includ
ing reverse repurchase agree
ments of $33,667,127 and
$61,321,033—Note 9(a)............
Marketable equity securities, at the
lower of cost or market, and
other short-term investments, at
cost which approximates market.
Receivables, principally trade, less
allowances for doubtful accounts
and discounts of $792,000 and
$1,103,000 .................................
Inventories......................................
Prepaid expenses...........................
Total Current Assets.......................

1988

1987

$ 36,430,656

$ 70,062,533

35,628,954

8,099,990

23,113,673
24,371,450
1,427,741
120,972,474

24,839,891
23,805,198
1,388,017
128,195,629

Current Assets

Cash, including equivalents of: 1988—$15,000;
1987-$41,000.............................................
$ 36,979 $ 49,705
Accounts receivable, less allowance for doubtful
accounts: 1988-$12,632;1987-$12,403 ..
467,970
452,440
Inventories.............................................................
315,928 339,736
Prepaid expenses and deposits..........................
17,721
19,370
Total current assets...............................................
838,598 861,251

BOWNE & CO., INC. (OCT)
1988
($000)
Current assets:
Cash and cash equivalents............................
Marketable securities....................................
Trade accounts receivable, less allowance for
doubtful accounts $3,059,000 (1988) and
$2,579,000 (1987)...................................
Inventories....................................................
Prepaid expenses and sundry receivables.....
Total current assets.......................................

1987

$ 49,555
5,422

$ 62,599
4,626

40,772
10,409
2,705
108,863

41,837
12,598
4,229
125,889

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 9 (In Part):
(a ) Securities purchased under agreem ents to resell (re
verse repurchase agreem ents) result from transactions that
are collateralized by negotiable securities and are carried at
the am ounts a t which the securities w ill subsequently be re
sold. it is the policy of the Com pany not to take possession of
securites purchased under agreem ents to resell. T he Com 
pany values the securities on a daily basis and provisions are
m ade to obtain additional collateral if the m arket value of the
underlying assets is not sufficient to protect the Com pany. At
July 31, 1988, agreem ents to resell securities purchased in
the am ount of $ 2 7 ,5 0 0 ,0 0 0 and $ 6 ,1 6 7 ,1 2 7 (both am ounts
representing the am ount a t risk to the C om pany), with a m ar
ket value of $ 2 8 ,4 4 7 ,0 5 7 and $ 6 ,2 9 1 ,8 1 3 and a w eighted
average m aturity of 6 0 days and 3 0 days w ere outstanding
with B ear S team s & C o ., Inc. and D rexel Burnham Lam bert
Incorporated, respectively.

CONTROL DATA CORPORATION (DEC)
1988
1987
(Dollars in millions)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 3 —Cash an d Cash Equivalents
T he Com pany’s policy is to invest cash in excess of operat
ing requirem ents in incom e producing investm ents. Cash
equivalents of $ 4 1 ,9 6 4 ,0 0 0 (1 9 8 8 ) and $ 5 0 ,6 8 5 ,0 0 0 (1987)
include certificates of deposit, com m ercial paper and money
m arket accounts, substantially all of which have m aturities of
three m onths or less.
Note 4 (In Part): M arketable Securities
M arketable securities, consisting of equity securities, notes
and bonds, are carried a t the low er of cost or m arket. T hese
securities are held prim arily for th eir interest or dividend yields.
Securities which th e Com pany intends to hold for a lim ited
period are classified as current m arketable securities. R eal
ized and unrealized gains and losses relating to current
m arketable securities w ere not m aterial in each year.

Current assets

Cash and equivalents..........................................
Cash deposits held for payroll tax filing custom
ers.................................................................
Total.........................................................
Trade and other receivables
Trade, less allowances of $20.2 and $25.0...
Other.............................................................
Total.........................................................
Inventories
Finished goods.............................................
Work in progress...........................................
Raw materials and purchased parts..............
Total.........................................................
Other current assets...........................................
Total current assets..................................

$

31.4

$ 300.7

166.5
197.9

104.5
405.2

454.0
255.3
709.3

494.6
216.6
711.2

214.6
215.6
300.7
730.9
36.9
1,675.0

187.4
194.5
216.8
598.7
24.9
1,740.0

103

Cash

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

KERR-McGEE CORPORATION (DEC)
1988

(Dollars in millions)
A (In Part): Accounting Policies

Cash and Equivalents
Cash and equivalents of $31.4 at December 31, 1988
($300.7 at December 31, 1987) included short-term cash
investm ents carried at cost, which approxim ates market
value. U.S. operations maintain deposits generally intended to
support bid and performance bonds, letters of credit, and
guarantees of affiliates’ indebtedness. Deposits which are to
be released from restrictions within one year are included in
cash and equivalents and amounted to $11.2 at December 31,
1988 ($25.2 at December 3 1 , 1987). Deposits which are re
stricted for a period exceeding one year amounted to $3.3 at
December 3 1 , 1988, ($63.8 at December 3 1 , 1987) and are
included in other noncurrent assets.
Cash deposits held for payroll tax filing customers for remitt
ance to taxing authorities, and the related liability, are separ
ately stated in the consolidated balance sheets.
There were no significant compensating balance arrange
ments at December 3 1 , 1988.

HARRIS CORPORATION (JUN)
1988

1987
($000)

Current Assets
Cash (including time deposits of
$26,855,000 in 1988 and $20,374,000
in 1987)..................................................
Short-term securities...................................
Trade accounts and notes receivable:
Accounts receivable................................
Installment notes (including $20,564,000
in 1988 and $19,457,000 in 1987 due
after one year)....................................
Less deferred interest ($4,175,000 in
1988 and $4,789,000 in 1987) and
allowances for collection losses..........
Total Trade Accounts and Notes Receiv
able.....................................................
Unbilled costs and accrued earnings on
fixed price contracts based on percent
age-of-completion accounting (less prog
ress payments of $419,405,000 in 1988
and $408,362,000 in 1987).....................
Inventories:
Work in process and finished products...
Raw materials and supplies.....................
Total Current Assets....................................

1987

(In millions)

$ 38,253
53,793

$

88,159
87,297

Current Assets
Cash, including $31 in certificates of deposit in 1988
and $26 in 1987.....................................................
Marketable securities, at cost, approximating market
value......................................................................

$73

$ 63

55
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MARTIN MARIETTA CORPORATION (DEC)
1988
Current Assets:
Cash and cash equivalents.

$76,642

364,620

35,934

35,693

407,450

400,313

$153,530

NOTES TO FINANCIAL STATEMENTS
Note A (In Part): Accounting Policies

Cash and Cash Equivalents— Cash and cash equivalents
are generally comprised of highly liquid instruments with orig
inal maturities of three months or less, such as Treasury bills,
bankers acceptances, certificates of deposit, commercial pa
per, call and time deposits, and fixed repurchase agreements.
At December 3 1 , 1988, book cash balances amounted to
net overdrafts of $28,250,000, attributable to the float of the
Corporation’s outstanding checks. There was no net book
cash overdraft at December 3 1 , 1987.

MERCK & CO., INC. (DEC)
1988

371,516

1987

(add 000)

1987

($ in millions)

Current Assets

23,267

23,835

384,183

376,478

257,424

267,779

154,719
77,567

171,029
92,020

232,286

263,049

965,939

1,082,762

Cash and equivalents...
Short-term investments

$854.0
696.0

$408.0
740.2

NOTES TO FINANCIAL STATEMENTS
($ in millions)
1. (In Part): Summary o f Accounting Policies
Cash and Cash Equivalents and Investm ents— Cash
equivalents are comprised of certain highly liquid investments
with a maturity of less than three months. The Company
adopted Financial Accounting Standards Board Statement
No. 95, Statement of Cash Flows, in 1988. Cash and cash
equivalents and Short-term investments for prior years have
been reclassified to conform to the 1988 presentation. Short
term investments are stated at lower of cost or market value.
Long-term investments, which are carried at cost, had market
values of $650.0 million and $643.3 m illion at December 31,
1988 and 1987, respectively.
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TULTEX CORPORATION (NOV)

January 1 , 1989, and January 3 , 1988, consist of the following
(in thousands):
1988

1987
1988

1987

$ 15,640

$15,660

139,321
131,753
15,924

—
5,000
—

($000)

Current assets:
Cash (Note 3 )................................................
Accounts receivable, less allowance for
doubtful accounts of $1,200,000 (1988)
and $763,000 (1987)...............................
Inventories....................................................
Prepaid expenses...........................................
Total current assets.......................................

$

645

708

90,365
66,788
560

84,087
63,535
445

158,358

148,775

Note 3— Notes Payable to Banks
The Company has formal short-term lines of credit with
lending banks aggregating $47,000,000, with interest payable
at or below the prime rate. At November 2 8 , 1986 there were
no short-term borrowings outstanding, while at December 2,
1988 and November 2 7 , 1987, the weighted average interest
rate s on borrow ings outstanding o f $35,000,000 and
$6,600,000 were 9.2% and 7.2%, respectively. The use of
these lines is restricted to the extent that the Company is
required to liquidate its indebtedness to individual banks for a
30-day period each year. At times, the Company borrows
amounts in excess of the lines on a short-term negotiated
basis.

As part of the borrowing arrangements, the Company is
expected to maintain average compensating cash balances,
which are based on a percentage of the available credit line by
bank and the percentages vary by bank. The amount of com
pensating balances required for credit lines in effect at De
cember 2 , 1988 was an average of $975,000. The compensat
ing balances are held under agreements which do not legally
restrict the use of such funds and therefore the funds are not
segregated on the face of the balance sheet. The compensat
ing cash balances are determined daily by the lending banks
based upon balances shown by the bank, adjusted for aver
age uncollected funds and Federal Reserve requirements.
During the period ended December 2, 1988, the Company
was in substantial compliance with the compensating balance
requirements. Funds on deposit with the lending banks and
considered in the compensating balances are subject to with
drawal; however, the availability of the short-term lines of
credit is dependent upon the maintenance of sufficient aver
age compensating balances.

Cash..................................................................
U.S. Government and Government agency
obligations.....................................................
Commercial paper.............................................
Bank acceptances...............................................

$302,638

Temporary cash investments are carried at cost, which
approximates market value.

UST INC.(DEC)
1988
Current assets
Cash and cash equivalents.............................

$72,654

$50,410

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands)
Cash and Cash Equivalents
December 31
1988

1987

Cash..................................................................
$ 7,001
$ 5,721
Commercial paper..................................................
36,453 23,389
Money market preferred shares.............................
29,200 21,300
$72,654

$50,410

Cash equivalents are carried at cost which approximates
market value.

TABLE 2-4: MARKETABLE SECURITIES—
VALUATION BASES
Number of Companies

1987

(In thousands)
Current Assets
Cash and temporary cash investments.........
Accounts and notes receivable, n e t..............
Inventories at lower of cost or market..........
Program rig h ts.............................................
Other current assets......................................

1987

($ in thousands)

THE WASHINGTON POST COMPANY (DEC)
1988

$20,660

$302,638
129,900
27,806
23,372
10,020

$ 20,660
156,085
20,225
18,814
10,739

493,736

226,523

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
B. Cash and Temporary Cash Investments
The company’s cash and temporary cash investments at

Cost
Approximates market........
No reference to m arket....
Market value disclosed.....
Lower of cost or market.......
Market value.........................

1988

1987

1986

1985

194

237

11

20

259
18

253
15

4
40

7
51

1

—

2

6

43
3

40
5
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MARKETABLE SECURITIES IN CURRENT
ASSETS
C hapter 3A of A R B No. 43, Section B0 5 of F A S B Account
ing Standards—Current Text, states in part:
9. T he am ounts at which various current assets are car
ried do not alw ays represent their present realizab le cash
v a l ue s . . . . H ow ever, practice varies with respect to the
carrying basis for current assets such as m arketable
securities and inventories. In the case of m arketable
securities w here m arket value is less than cost by a
substantial am ount and it is evident that the decline in
m arket value is not due to a m ere tem porary condition,
the am ount to be included as a current asset should not
exceed th e m arket v a l u e . . . It is im portant th at the
am ounts at w hich current assets are stated be sup
plem ented by inform ation which reveals, for tem porary
investm ents, th eir m arket value at the balance sheet
date. . .

Short-Term Investm ents
Short-term investm ents are stated at cost. T he m arket value
of short-term investm ents w as $10.1 million and $ 1 1 .3 million
at S eptem ber 3 0 , 1988 and 1987, respectively.

THE BLACK & DECKER CORPORATION (SEP)

Cash and cash equivalents.....................
Short-term investments..........................
Trade receivables, less allowances of
$16,883 (1987— $16,549).................
Inventories..............................................
Other current assets...............................
Total Current Assets..........................

1987

1988
($000)
74,356
$
33,183

$

553,373
591,060
50,234
1,302,206

40,460
16,963
501,686
509,722
75,348
1,144,179

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

Statem ent o f Financial Accounting Standards No. 12, S ec
tion I89 of Accounting Standards—Current Text, requires that
m arketable equity securities (as defined in the S tatem ent) be
carried at low er of aggregate cost or m arket value. S FA S No.
12 also specifies inform ation which the financial statem ents
should disclose about m arketable equity securities.

Cash and Cash Equivalents; C ash and cash equivalents
include cash on hand, dem and deposits, and short-term in
vestm ents w ith m aturities of th ree m onths or less.

T ab le 2 -4 shows the valuation bases at which m arketable
securities are included in the balance sheet. Exam ples of
m arketable security presentations follow.

Short-Term Investm ents: Short-term investm ents are those
with m aturities in excess o f th ree m onths and are valued at
cost, which approxim ates m arket.

Cost Which Approximates Market

Note 1 (In Part): Sum m ary o f Accounting Policies

ADOLPH COORS COMPANY (DEC)

ALBERTO CULVER COMPANY (SEP)

Current assets:
Cash and cash equivalents................
Short-term investments....................
Receivables, less allowance for
doubtful accounts (1988—
$2,740,000; 1987—$2,872,000).
Inventories:
Finished goods.............................
Work-in-process..........................
Raw materials..............................
Total inventories..........................
Prepaid expenses..............................
Total current assets..........................

1988

1987

$ 24,020,242
10,108,010

29,684,399
7,322,152

73,939,031

69,345,764

82,476,845
3,672,054
18,132,075
104,280,974
4,267,129
216,615,386

67,796,655
3,088,258
15,235,457
86,120,370
4,178,831
196,651,516

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Cash Equivalents
All highly liquid investm ents purchased with a m aturity of
three months or less are considered to be cash equivalents.
These investm ents are stated a t cost which approxim ates
m arket value. C ash, cash equivalents and short-term invest
m ents for 1987 have been restated to conform to the 1988
presentation.

1987
1988
(In thousands)
Current assets:
Cash and cash equivalents.............................
Short-term interest bearing investments........
Accounts and notes receivable, less allow
ance for doubtful accounts of $1,092 in
1988 and $2,095 in 1987.........................
Inventories:
Finished....................................................
In process.................................................
Raw materials...........................................
Packaging materials..................................
Prepaid expenses and other assets................
Accumulated income tax prepayments..........
Total current assets.......................................

$ 10,425
61,757

$ 31,074
82,380

152,102

109,208

24,118
40,159
62,835
43,642
170,754
74,270
11,544
480.852

17,254
32,881
64,357
40,208
154,700
66.591
7,703
451.656

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 1 (In Part): Sum m ary o f Accounting Policies
Short-term interest bearing investm ents: Short-term in
terest bearing investm ents consist of certificates of deposit
and other incom e producing securities principally of less than
o ne-year but g reater than three month m aturities w hen pur
chased. T h ese investm ents are readily convertible to cash,
and are stated at cost which approxim ates m arket.
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highly liquid investments with a m aturity of three months or
less.

FLEETWOOD ENTERPRISES, INC. (APR)
1988

1987

Amounts in thousands
Current Assets:
Cash..............................................................
Temporary investments.................................

$ 13,102
122,930

$

8,546
135,985

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2.

Marketable Securities
Marketable securities, acquired through the purchase of
Lowara S.p.A., represent tax-exem pt Italian Government
Securities recorded at cost which approximates m arket value.

INTERNATIONAL MULTIFOODS CORPORATION
(FEB)

Cash and Temporary Investments

The Company has a cash management program which
provides for the investm ent of excess cash balances prim arily
In short-term money market instruments. Temporary Invest
ments consist of tim e deposits and non-equity type invest
ments stated at cost, which approximates market. Substan
tially all of such investments either mature within the next year
or have the characteristics of short-term investments.

GANNETT CO., INC. (DEC)
1988

1987

($000)

1988

1987

($000)
Current assets:
Cash..............................................................
Temporary cash investments, at cost which
approximates market, primarily non-U.S...
Trade accounts receivable, less allowance for
doubtful receivables, $4,811 in 1988;
$3,998 in 1987..........................................
Inventories.....................................................
Miscellaneous receivables and other assets...
Total current assets.......................................

$

5,702

$

7,311

27,123

43,577

139,425
239,993
46,369

117,893
181,696
29,478

458,612

379,955

1988

1987

Current assets:
Cash..................................................................
Marketable securities, at cost, which approxi
mates market................................................
Trade receivables (less allowance tor doubtful
receivables of $9,287,000 and $9,129,000,
respectively)...................................................
Other receivables...............................................
Inventories.........................................................
Prepaid expenses...............................................

$ 25,512

S 14,798

23,165

12,101

437,461
21,361
84,214
73,318

417,137
22,700
64,719
69,765

Total current assets...........................................

665,031

601,220

($ in thousands)

GOULDS PUMPS, INCORPORATED (DEC)
1987

1988

($ in thousands)
Current assets:
Cash and cash equivalents (Note 1)..............
Marketable securities (Note 1 )......................
Trade receivables— ne t..................................
Inventories....................................................
Other.............................................................
Total current assets.......................................

M/A-COM, INC. (SEP)

$

7,100
20,339
90,867
77,517
6,314

202,137

$

7,589
35,127
79,793
56,590
5,301
184,400

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli 
cies

Cash and Cash Equivalents
In November 1987, Statem ent of Financial Accounting
Standards No. 95, “ Statement of Cash Flows" was issued. As
required, the Company has adopted the provisions of the
statement in its 1988 financial statements. Th e Company has
restated its previously reported statements of changes in con
solidated financial position.
Cash and cash equivalents include all cash balances and

Current assets:
Cash and cash equivalents.............................
Marketable securities....................................
Receivable from sale of business..................
Accounts receivable, less allowances of
$2,543 and $3,833, respectively..............
Unbilled revenue under customer contracts...
Inventories....................................................
Other current assets......................................
Total current assets.......................................

$ 82,958
6,411
2,178

$ 87,644

97,546
33,172
89,186
10,478

83,752
36,288
77,887
7,797

321,929

403,368

—

110,000

NOTES TO CO NSO LiDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Cash E quivalents and M arketable S ecurities— Cash
equivalents and marketable securities are stated at cost plus
accrued interest, which approximates market value. Cash
equivalents consist of short-term investments in repurchase
agreements, tim e deposits, commercial paper and certificates
of deposit which aggregate $82,018,000 and $82,399,000 at
October 1 , 1988 and October 3 , 1987, respectively. The Com
pany considers all highly liquid securities purchased with an
original maturity of three months or less to be cash equivalents
while those having m aturities in excess of three months are
classified as m arketable securities and generally consist of
municipal obligations.

107

M arketable Securities

are unrestricted as to withdrawal or use, and which have an
original m aturity of three months or less.

THE PITTSTON COMPANY (DEC)
1987

1988

(In thousands)
Current assets:
Cash........................................................... ..
Short-term investments (Note 2 ) ................
Accounts receivable:
Trade (Note 3)........................................
Other......................................................
Less estimated amount uncollectible.....

9,090
13,895

14,271
5,489

234,678
17,321

239,269
15,730

Lower Of Cost Or Market

251,999
18,337

254,999
13,677

AMERICAN SOFTWARE, INC. (APR)

233,662

241,322

$

Inventories:
Coal........................................................
Other......................................................

25,572
12,065

32,011
12,210

Prepaid expenses........................................

37,637
21,718

44,221
15,292

Total current assets....................................

316,002

320,595

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Short-Term Investments:
Short-term investments are carried at the lower of cost or
market value.

As of December 31
1988

1987

(in thousands)

Total short-term investments.........................

Current assets:
Cash...................................................
Investments (note 2 ) .........................
Trade accounts receivable, less allow
ance for doubtful accounts of
$800,000 in 1988 and $600,000 in
1987.............................................
Unbilled accounts receivable.............
Prepaid expenses and other current
assets............................................
Total current assets...........................

1988

1987

$ 193,353
43,582,848

$ 586,620
36,822,019

14,363,557
1,648,601

12,083,836
3,562,956

1,052,018

750,978

60,840,377

53,806,409

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

2. Short-Term Investments
Consist of the following:

Commercial paper...........................................
Canadian banker's acceptances.......................
Canadian treasury bills....................................
Certificates of deposit and time deposits........
Other...............................................................

S h o rt-te rm in ve stm e n ts. S h o rt-te rm in ve stm e n ts in clu d e in 
ve stm e n ts w ith o rig in a l m a tu rity o f g re a te r th a n th re e m onths
h a ving a re m a in in g m a tu rity o f le ss th a n o n e ye a r. S h o rt-te rm
Inve stm e nts a re s ta te d a t c o s t w h ich a p p ro xim a te s m arke t.

$ 9,700
2,489
—
1,569
137

(d) Investments
Investments are recorded at the lower of aggregate cost or
market. The cost of the investments sold is based on the
earliest acquisition cost of each security held at the time of
sale.

—

(2) Investments

—

Investments consist of the following:

2,291
3,177

April 30,

21
5,489

$13,895

WHITMAN CORPORATION (DEC)
1988

1987

Commercial paper and money market
funds..... ....................
Obligations of the U.S. Government......
State and municipal bonds.....................
Common and preferred stocks..............

1988

1987

$19,406,986
12,324,674
10,353,188
1,498,000

$12,049,015
1,196,750
15,183,254
8,393,000

$43,582,848

$36,822,019

(in millions)
Current assets:
Cash and cash equivalents.............................
Short-term investments................................
Receivables— net of allowance for doubtful
accounts of $7.7 million in 1988 and $5.8
million in 1987.........................................
Inventories....................................................
Other current assets......................................
Total current assets.......................................

$

34.5
18.1

$

76.4
186.6

457.2
468.5
57.7

407.9
417.2
283.5

1,036.0

1,371.6

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Significant Accounting Policies

Cash and cash equivalents. Cash and cash equivalents
consist of deposits with banks and financial institutions which

Marketable equity securities are carried at market for both
years presented, which is lower than cost. These investments
had an aggregate cost of approxim ately $1,770,000 and
$9,309,000 at April 30, 1988 and 1987, respectively. To re
duce the carrying amount of the portfolio to market a valua
tion allowance in the amount of approximately $916,000 was
established in 1987 with a corresponding charge to net earn
ings. At April 3 0 , 1988, the necessary valuation allowance was
approximately $272,000 and the decrease in the valuation
allowance between the periods of approximately $644,000
has been included in the determination of net earnings in
1988. At April 3 0 , 1988, the gross unrealized gains and losses
pertaining to marketable equity securities were approximately
$8,000 and $280,000, respectively.
Net realized losses of $694,441 and net realized gains of
$909,967 and $405,002 from the sale of marketable equity
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securities are included in the determination of net earnings in
1 9 8 8 ,1987, and 1986, respectively.

CAESARS WORLD, INC. (JUL)
1988

1987

(In thousands)

CSP INC. (AUG)
1988

1987

($ in thousands)
Current assets;
Cash...................................................................
Marketable securities (Note 2 )............................
Accounts receivable, net......................................
inventories..........................................................
Deferred income taxes........................................
Refundable income taxes....................................
Prepaid expenses................................................

$2,306
9,047
2,237
2,370
88
45
76

$5,298
7,952
2,486
1,911
153
—
84

Total current assets............................................

16,169

17,884

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies:

Marketable Securities:
Marketable equity securities are carried at the lower of cost
or market value. Interest income is accrued as earned. Divi
dend income is recorded as income on the date the stock
traded “ex-dividend.” The cost of marketable securities sold is
determined on the specific identification method and realized
gains or losses are reflected in income.
2. M arketable Securities:
At August 31, 1988 and 1987, marketable securities con
sisted of the following:
1988

1987

(In thousands)
Marketable equity securities, at cost.....................
Less; valuation allowance......................................

$1,000
127

$1,000
137

Marketable equity securities, at market.................
Bonds and municipal reveneue notes, at cost.......
Money market funds and commercial paper.........
Bankers’ acceptances............................................
U.S. treasury bills.................................................

873
2,327
3,359
2,488

863
2,232
4,664
193
—

Total......................................................................

$9,047

$7,952

—

Current assets
Cash..............................................................
Cash equivalent investments.........................
Receivables, net............................................
Inventories....................................................
Deferred income taxes...................................
Prepaid expenses and other..........................

$ 26,581
165,157
53,962
9,491
13,684
14,176

$ 28,055
58,028
41,875
7,319
15,291
11,306

Total current assets.......................................

283,051

161,874

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies
Cash Equivalent Investm ents. Cash equivalent invest
ments at July 31, 1988 and 1987, consist of investments in
commercial paper and other interest bearing instruments with
no significant investment in any individual issuer. These in
vestments are stated at the lower of cost or market. There
were no significant realized or unrealized gains or losses from
cash equivalent investments during the years ended July 31,
1 9 8 8 ,1987 and 1986.

SPECTRUM CONTROL, INC. (NOV)
1987

1988
Current Assets
Cash...................................................
Investments
Marketable equity securities (Note
4 ) .............................................
Other.............................................
Accounts receivable, less allowances
of $248,011 in 1988 and
$151,800 in 1987..........................
Inventories........................................
Refundable income taxes..................
Prepaid expenses and other current
assets............................................
Total current assets...........................

$

313,949

2,333,125
543,072

5,044,683
10,969,214
37,935

$

907,598

—

5,546,840
11,334,659
1,100,388

244,999

464,584

19,486,977

19,354,069

Net realized gains on the sale of securities included in the
determination of income before taxes amounted to $13,000,
and $67,000 for fiscal 1987 and 1986 respectively.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

At August 3 1 , 1988 and 1987, gross unrealized gains (los
ses) pertaining to marketable equity securities were as fol
lows:

Investments

1988

1987

(In thousands)
Gross unrealized loss....................................................
Gross unrealized gain....................................................

$ 147 $ 160
20
23

Net unrealized losses.....................................................

$ 127 $ 137

1 (In Part): Summary o f Significant Accounting Policies

Marketable equity securities, consisting of preferred stocks,
are carried at the lower of aggregate cost or market value.
Other investments are carried at cost which approximates
market.
4. Investments in M arketable Equity Securities
At November 3 0 , 1987, the aggregate cost of marketable
equity securities, all of which were classified as noncurrent,
was $3,583,924, and the aggregate m arket value was
$2,787,900. A ccordingly, the gross unrealized loss of
$796,024 was included as a separate component of stock
holders’ equity at that date.
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M arketable Securities

On November 3 0 , 1988, the classification of all marketable
equity securities was changed from noncurrent to current to
reflect Management’s decision to make the funds available for
current operations. At November 3 0 , 1988, aggregate cost of
the securities was $2,881,388 and aggregate market value
was $2,333,195. Accordingly, the market value of the securi
ties became their carrying value and the excess of cost over
market value of $548,263 was accounted for as a realized loss
and included in the determination of net loss for the year
ended November 3 0 , 1988.
Net realized losses of $11,000, and net realized gains of
$744,000 and $1,133,000 on the sale of marketable equity
securities were included in the determ ination of net income or
loss for the years ended November 3 0 , 1988,1987 and 1986,
respectively. The cost of the securities sold was determined
on a specific identification basis.

TRANSTECH INDUSTRIES, INC. (DEC)
1988
Current Assets
Cash and cash equivalents.................
Marketable equity securities (Note 3 ).
Accounts and notes receivabletrade, net of allowance for doubt
ful accounts of $132,900 and
$534,500.......................................
Income tax refund receivable.............
Inventories........................................
Prepaid taxes....................................
Prepaid expenses and other..............
Total current assets...........................

$25,883,584
3,556,612

1987
$

183,940
7,000,000

773,837
2,324,370

7,456,719
—

2,816,821
893,184

6,903,632
906,200
1,366,028

40,334,141

19,730,786

—

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3— M arketable Equity Securities:

Marketable equity securities are carried at the lower of
aggregate portfolio cost or market value. As of December 31,
1988 and 1987 the portfolio of marketable equity securities
had a cost of $3,969,252 and $2,421,847 and a market value
of $3,556,612 and $2,324,370. The portfolio of marketable
equity securities had gross unrealized losses of $421,234 and
gross unrealized gains of $8,594 at December 3 1 , 1988 and
gross unrealized losses of $97,477 at December 31, 1987.
The cost of marketable equity securities sold is determined on
the specific identification method and realized gains or losses
are reflected in income. Dividend and interest income are
accrued as earned.
Investment income includes the following:
1988

1987

1986

Interest and dividend income (prin
cipally from short-term invest
ments)......................................... $1,860,245$
767,449$577,995
Net realized gains from the sale of
marketable equity securities.....
76,457 699,114
416,426
Unrealized loss on marketable
equity securities...........................
(315,163)
(74,464)(23,013)
$1,621,539 $1,392,099

$971,408

WINNEBAGO INDUSTRIES, INC. (AUG)
1988

1987

($ in thousands)

Current Assets
Cash and cash equivalents................................
Marketable securities.........................................
Receivables, less allowance for doubtful
accounts........................................................
Inventories.........................................................
Prepaid expenses...............................................
Deferred income taxes.......................................
Total current assets.......................................

$

—
62,118

$

—
49,417

21,963
67,154
3,298
8,214

34,547
43,333
2,272
6,505

162,747

136,074

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In P art): N ature o f Business and S ignificant
Accounting Policies
Marketable Securities. Marketable equity securities are car
ried at the lower of cost or market and marketable non-equity
securities are carried at cost. Net realized gains and losses on
security transactions are determined on the specific identifica
tion cost basis.
Note 3: M arketable Securities
Marketable equity securities are carried at the lower of cost
or market value; non-equity securities are carried at cost
which approximate market value.
Dollars in
thousands

Aug. 27,
1988

Aug. 29,
1987

Marketable Equity Securities
Equity Securities
Aggregate cost...............................................
Aggregate market value................................
Unrealized gains............................................
Unrealized losses...........................................

$56,207
50,195
404
6,416

$27,933
26,271
459
2,121

Non-Equity securities
Aggregate cost...............................................

$11,923

$23,146

Section 2: B alance Sheet
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CURRENT RECEIVABLES

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

Table 2-5 summarizes both the descriptive titles used in the
balance sheet to describe trade receivables and the type of
receivables, other than trade receivables, which the survey
companies most frequently showed as current assets.

F (In Part): Income Taxes
In 1988, the Company reported a pre-tax loss for financial
statement purposes of $497,900,000, principally resulting
from a $559,500,000 provision for the uninsured portion of the
Company’s estimated total liability for asbestos litigation cost.
Also, in 1988 the Company included a tax net operating loss of
$123,800,000, principally resulting from asbestos litigation
costs of $187,400,000, which were deductible in 1988 as
incurred. This resulted In a refund of $57,300,000 being re
corded on the basis of a ten-year carryback, which is permitted
for product liability losses. Because the Company is in an
accounting loss carryforward position for financial statement
purposes, an unrecognized benefit of $146,900,000 w ill be
available to offset the income tax provision in future years.

Not listed in Table 2-5 are 16 receivables relating to pension
plan term inations, insurance claims, and other described
transactions which occur less frequently than those listed in
Table 2-5. Examples of receivables shown as current assets
follow.

RECEIVABLES OTHER THAN TRADE
RECEIVABLES
Income Tax Refund Claims

NICOLET INSTRUMENT CORPORATION (MAR)
CATERPILLAR INC. (DEC)
1987
1988
($ in millions)
Current assets;
Cash and short-term investments.......................
Receivables:
Excluding financial subsidiaries......................
Financial subsidiaries......................................
Refundable income taxes (note 7 )......................
Deferred income taxes and prepaid expenses
allocable to the following year.........................
Inventories..........................................................

$

74

$ 155

2,221
448
114

1,921
253
130

474
1,986
5,317

224
1,323
4,006

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

1988
1987
(In thousands)
Current Assets:
Cash and marketable securities.....................
Trade accounts receivable, less allowances
of $472 and $381......................................
Inventories:
Materials and work in process..................
Demonstration, engineering and field ser
vice ......................................................
Total Inventories.......................................
Deposits and other prepaids..........................
Recoverable income taxes.............................
Sundry...........................................................
Total Current Assets......................................

$ 1,533

$ 6,178

42,611

40,084

22,836

17,361

16,899
39,735
1,953
6,448
2,175
94,455

15,036
32,397
2,770
2,904
2,751
87,084

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollar amounts in millions)
7 (in Part): Income Taxes

Refundable income taxes at December 3 1 , 1988, of $114
result principally from (1) the carryback of net operating losses
and tax credits for U.S. federal income tax purposes, and (2)
the carryback of net operating losses for State of Illinois in
come tax purposes. W hile the carrybacks occurred in earlier
periods, the related refunds w ill generally not be collected
prior to completion of routine examinations of relevant tax
returns by applicable taxing authorities.

Note G (In Part): Incom e Taxes
At April 1 , 1988, the Company was eligible for Income tax
refunds of approximately $4,000,000, prim arily resulting from
a net operating loss carryback g e n e ra te din fiscal 1988. Accor
dingly, these refunds, as well as refundable current tax de
posits, are reflected in current assets.

IPCO CORPORATION (JUN)

EAGLE-PICHER INDUSTRIES, INC. (NOV)

1988

1987

(In Thousands)
1987

1988
($000)
Current Assets
Cash and cash equivalents................................
Short-term investments......................................
Receivables, less allowances of $1,095 in 1988
and $1,417 in 1987.......................................
Income tax refund receivable— Note F ..............
Due from insurance carriers— current portion...
Inventories.........................................................
Deferred income taxes.......................................
Prepaid expenses...............................................
Total Current Assets......................................

$ 15,653
__

$ 50,105
13,357

119,585
57,300
7,500
100,808
25,890
11,224

100,899
3,000
12,500
87,848
24,280
8,551

337,960

300,540

Current Assets
Cash..............................................................
Accounts and notes receivable, less allow
ance for doubtful accounts of $472,000 in
1988, and $858,000 in 1987...................
Inventories....................................................
Prepaid expenses and other current assets...
Recoverable taxes.........................................
Discontinued operations— ne t.......................
Total Current Assets......................................

$ 4,699

$ 5,209

19,048
38,111
883
4,305
—

19,717
37,216
1,060
53
243

67,046

63,498
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TABLE 2-5: CURRENT RECEIVABLES
1988

1987

1986

1985

Accounts receivable..............
Receivables..........................
Accounts and notes receiva
ble....................................
Trade accounts receivable....

224
153

228
157

237
150

222
168

95
128

108
107

102
111

106
104

Total C om panies...............

600

600

600

600

Trade Receivable Captions

Receivables Other Than
Number of Companies

Trade Receivables

Tax refund claims.................
Contracts ............................
Investees .............................
Finance..................................
Installment notes or accounts
Sale of assets.......................
Employees...........................

50
54
26
12
8
6
6

68
45
33
6
9
9
9

67
51
27
5
14
13
7

84
48
34
5
18
11
6

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 7 (In Part): Incom e Taxes
R ecoverable taxes represent am ounts of Federal and state
refunds due to th e Com pany which w ere generated, in part,
from the 1988 restructuring charges. Fiscal 1988 tax losses
will be carried back to 1985 and 1986 resulting in refunds of
approxim ately $ 3 ,0 0 0 ,000. T he balance of recoverable taxes
relates to incom e tax installm ents m ade in the early part of
fiscal 1988 which w ill be refunded in fiscal 1989. Incom e taxes
paid w ere $ 2 ,3 2 4 ,0 0 0 , $ 1 ,0 8 2 ,0 0 0 and $ 4 1 5 ,0 0 0 for the years
ended June 3 0 , 1 9 8 8 , 1987 and 1986, respectively.

Contracts

costs, w hile sales under fixed-price-type contracts are recog
nized generally w hen deliveries are m ade or w ork is per
form ed. C ost or perform ance incentives are incorporated in
certain contracts and are generally recognized when aw ards
are earned or penalties are incurred . Provisions for estim ated
losses on contracts are recorded w hen identified.
The com ponents of receivables are as follows:

(in millions)
Receivables under U.S. Government contracts and
subcontracts:
Amounts billed....................................................
Recoverable costs and accrued profits not billed.
Amounts withheld, due upon completion of con
tracts ..............................................................
Total receivables under U.S. Government con
tracts and subcontracts..............................
Commercial receivables...........................................
Less allowances for uncollectable receivables.....
Other current receivables........................................

June 30
1987
1988

$114.2
36.2

$ 71.1
35.8

82.5

94.2

232.9
215.9
(9.7)
18.7
$457.8

201.1
183.5
(8.9)
10.9
$386.6

R ecoverable costs and accrued profits not billed will be
billed on th e basis o f contract term s and delivery schedules.
The am ount of receivables at June 3 0 , 1988, and 1987, under
U .S . G overnm ent contracts and subcontracts, expected to be
collected after one y e ar is $ 4 5 .5 and $ 5 8 .9 m illion, respective
ly.
Cost and incentive-type contracts and subcontracts are
subject to G overnm ent audit and review . It is not anticipated
that adjustm ents, if any, with respect to determ ination of reim 
bursability of costs under cost or incentive-type contracts and
subcontracts, w ill have a m aterial effect on the Com pany’s
financial condition or results of operations.
U .S . G overnm ent contracts and subcontracts are by their
term s subject to term ination by th e G overnm ent or the prime
contractor either for convenience or for default. The Com pany
does not have any of its m ajor contracts or subcontracts in a
term ination status.

TEMTEX INDUSTRIES, INC. (AUG)
MORTON THIOKOL, INC. (JUN)
1987
1988
(in millions)
Current Assets
Cash and cash equivalents.............................. ........
Receivables..................................................... ........
Inventories..................................................... ........
Prepaid expenses............................................ ........
Total Current Assets....................................... ........

$ 23.3
457.8
340.9
21.8
843.8

$ 40.3
386.6
272.7
29.0
728.6

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Sales an d Receivables
Sales to com m ercial custom ers are recorded upon ship
m ent of products. S ales of the A erospace G roup segm ent
under cost-type contracts are recognized as costs are in
curred and include a proportion of th e earnings expected to be
realized in the ratio that costs incurred b ear to estim ated total

1988
1987
(in thousands)
Current Assets
Cash..........................................................
Accounts receivable:
Trade receivables, less allowance for
doubtful accounts: 1988—$554,000
and 1987—$557,000.......................
U.S. Government— Note B ...................
Inventories................................................
Prepaid expenses.......................................
Total Current Assets.................................

$ 2,120

3,852
2,855
6,897
253
15,977

$

748

2,479
6,555
6,264
215
16,261

Note B—Accounts R eceivable From the U.S. Government
Included in accounts receivable from the U .S . G overnm ent
is $ 2 ,2 1 3 ,0 0 0 and $ 5 ,5 1 5 ,0 0 0 in 1988 and 1987, respectively,
which represent the unbilled sales value of perform ance on
contracts. T hese am ounts are billable on delivery of contract
line item s and are collectible within one year.
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HARMON INDUSTRIES, INC. (DEC)

CROSS & TRECKER CORPORATION (SEP)
1988

1988
($000)

1987

($ 000)
Current assets

Cash and cash equivalents................................ $ 13,565
9,888
Accounts receivable (Note 5 )................................
137,684 160,189
Inventories.............................................................
117,080 110,407
Other current assets........................................
6,2614,417
Total current assets...........................................
274,590 284,901
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
5

Accounts receivable

Accounts receivable at S eptem ber 3 0 consisted of the fol
lowing:

(In thousands)
1988
1987
Trade accounts receivable.................................. $ 75,124 $ 72,072
Unbilled amounts on long-term contracts.........
51,882
76,536
Retentions on long-term contracts..........................
8,626 8,010
Other.......................................................................
2,544 3,965
Allowance for doubtful accounts.......................
(502)
(394)
Net accounts receivable...................................... $137,684 $160,189
Unbilled am ounts on long-term contracts include am ounts
recognized in revenues under the percentage-of-com pletion
m ethod of accounting, but not billed to the custom er at
Septem ber 30 . It is expected that such billings will be m ade as
contracts are com pleted and shipped.
Retentions on long-term contracts are balances billed but
not paid by custom ers w hich, pursuant to retainage provisions
in contracts, are due upon com pletion of the contract and
acceptance by the custom er. Substantially all retentions are
deem ed collectible within one year.

Receivables From Investees/Affiiiates

Current assets:
Cash and cash equivalents..........................
Trade receivables, less allowance for doubt
ful accounts of $239,000 in 1988 and
$109,000 in 1987....................................
Note receivable from affiliate (note 2 ) ........
Cost and estimated earnings in excess of
billings on uncompleted contracts.........
Inventories:
Work in process....................................
Raw materials and supplies...................
Prepaid expenses and other current assets.
Total current assets....................................

Inventories
Finished products and work in process....
Raw materials and supplies......................
Investment In discontinued operations..........
Refundable and deferred Income taxes.........
Prepaid expenses...........................................
Total Current Assets......................................

$ 361

9,008
100

10,638
—

341

144

3,911
8,869
12,780
365
23,128

3,993
7,211
11,204
225
22,572

As of July 1 5 , 1986, the Com pany purchased for $ 6 0 0 ,0 0 0 ,
2 6 .2% of the comm on stock of Phoenix D ata, Inc., a m anufac
turer of analog-to-digital conversion devices for the aerospace
and defense industries. During th e y e ar ended D ecem ber 31,
1987, the C om pany purchased for $ 8 1,2 50 an additional 5.0%
of the com m on stock, bringing its total ownership percentage
to 3 1 .2% . T he investm ent in Phoenix D ata, Inc. is accounted
for on th e equity m ethod. In M ay of 1988, the Com pany
advanced Phoenix D ata, Inc. $ 2 0 0 ,0 0 0 for working capital. As
of D ecem ber 31 , 1988, $ 1 0 0 ,0 0 0 rem ains outstanding. On
O cto ber 3 1 , 1988, the Com pany agreed to acquire the rem ain
ing shares of com m on stock as of January 1, 1989, by ex
changing 14 9,63 0 shares of previously unissued stock of the
Com pany, w ith a fair m arket value of approxim ately $ 6 1 7,000.
The fair m arket value w as determ ined by independent valua
tion. This business com bination will be accounted for as a
purchase.

LEE ENTERPRISES, INCORPORATED (SEP)

1987
1988
($ Millions)
$

$ 534

Note 2 (In Part):

DRESSER INDUSTRIES, INC. (OCT)

Current Assets
Cash..............................................................
Short-term investments—at cost (approxi
mates market)...........................................
Notes and accounts receivable—public.........
Notes and accounts receivable from uncon
solidated subsidiaries and affiliates..........
Less allowance for doubtful receivables........

1987

87.9

$

81.9

100.0
661.1

211.5
721.6

254.2
37.0
878.3

100.7
46.3
776.0

385.5
82.4
467.9

483.7
129.3
613.0
173.3
103.2
12.7
1,971.6

—

98.2
14.9
1,647.2

1988
1987
(In Thousands)
Current Assets
Cash and cash equialents..............................
Temporary investments................................
Trade receivables, less allowance for doubt
ful accounts 1988 $2,700 and 1987
$3,000 ......................................................
Receivables from associated companies........
Inventories, film rights and other..................
Total current assets.......................................

$14,768
14,921

$25,158

26,729
1,897
15,720
$74,035

25,582
7,770
13,351
$71,861

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 3 (In Part): Investments in Associated Com panies
The Com pany has an effective 50% ownership interest in
NA PP System s, Inc., a m anufacturer of specialized graphic
products, and tw o new spaper publishing com panies operat
ing at Lincoln, N ebraska (Journal-S tar Printing C o .) and M adi
son, W isconsin (M adison N ew spapers, Inc.) and a 42% in
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Receivables

terest in New M exico Broadcasting Com pany, operator of
K G G M -TV , Albuquerque, N ew M exico.

Finance Receivables
PITNEY BOWES INC. (DEC)

R eceivables from associated com panies consist of divi
dends. C ertain inform ation relating to Com pany investm ents
in these associated com panies is as follows:

1988

1987

1986

Share of:
Stockholders' equity.......................... $29,089 $23,186 $19,870
Undistributed earnings..........................
25,075 18,992
15,643
Net income............................................
14,171 14,137
7,890

THE MARCUS CORPORATION (MAY)
1988

1987

($ 000)

Current Assets:
Cash and temporary investments..................
$11,866
$7,795
Accounts and notes receivable (no allowance
considered necessary)..............................
4,052
4,272
Receivables from affiliates—Note G..............
3,175
3,307
Inventories....................................................
1,324
1,526
Prepaid expenses and deposits.....................
1,298
915
Total current assets............................................
21,715 17,815
Note G— R elated Party Transactions:
T he Com pany leases several of its properties and has
borrowed funds from com panies owned by principal share
holders of the Com pany. S ee N ote F.
A t M ay 2 6 , 1988 and M ay 2 8 , 1987, th e C om pany advanced
$ 4 ,1 7 9 ,0 0 0 and $ 3 ,3 0 7 ,0 0 0 , respec tively, in construction
funds, pending perm anent financing, to several joint ventures
which are approxim ately 50% ow ned by the Com pany. The
Com pany earns interest at th e prim e rate for such advances.
Included in notes payable at M ay 2 6 , 1988 and M ay 2 8 , 1987
is $ 1 ,5 9 2 ,0 0 0 and $ 1 ,3 2 5 ,0 0 0 , respectively, due to joint ven
tures in connection w ith cash advanced to the Com pany. The
Com pany pays interest on the cash advances based on short
term certificate of deposit rates.

OCCIDENTAL PETROLEUM CORPORATION (DEC)
1987
1988
(In millions)
Current Assets:

Cash and cash equivalents.......................................
Marketable securities, at cost that approximates
market.................................................................
Receivables—
Trade, net of allowances of $35 in 1988 and $33
in 1987............................................................
Joint ventures, partnerships and other................
Inventories..............................................................
Prepaid expenses and other....................................
Total current assets.................................................

$ 462

$ 424

105
567

118
542

1,964
188
1,043
191
3,953

1,722
196
792
108
3,360

1988
($000)
Current assets;
Cash and cash equivalents......................
Short-term investments, at cost which
approximates market...........................
Accounts receivable, less allowances:
1988, $10,517; 1987, $10,730..........
Finance receivables, less allowances:
1988, $21,316; 1987, $24,124..........
Inventories...............................................
Other current assets and prepayments....
Total current assets.................................

$

45,142

$

1987

82,324

569

15,190

370,490

365,740

690,813
372,574
39,707
1,519,295

553,828
381,175
33,934
1,432,191

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
(D ollars in thousands)
1 (In Part): Sum m ary o f Significant Accounting Policies
Financing transactions. At the tim e a finance transaction is
consum m ated, the com pany’s finance operations record the
gross receivable, unearned incom e, and the estim ated re
sidual value of leased equipm ent. U nearned incom e repre
sents the excess of th e gross receivable plus the estim ated
residual value o ver th e cost of equipm ent or contract acquired.
U nearned incom e is recognized as financing incom e using the
interest m ethod over th e term of the transaction and is in
cluded in rentals and financing revenue in the Consolidated
S tatem ent of Incom e. Com m encing in 1987, initial direct costs
incurred in consum m ating a transaction are acounted for as
part of the investm ent in a lease and am ortized to incom e over
the term of the lease.
The com pany evaluates th e collectibility of its net invest
m ent in finance receivables based upon its loss experience,
and does so through ongoing review s o f exposures to net
asset im pairm ent. T h e carrying value of its net investm ent in
finance receivables is adjusted to th e estim ated collectible
am ount through adjustm ents to the allow ance for credit loss
es. Losses a re charged against the allow ance for credit los
ses. T h e com pany’s policy is to discontinue incom e recogni
tion for finance receivables contractually past due for o ver 120
days.
14. Finance Operations
The com pany has several consolidated finance operations
which are engaged in lease financing of the com pany’s prod
ucts as w ell as other com m ercial and industrial products in the
U .S ., C anada, the U .K . and G erm any. Condensed financial
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data for the consolidated finance operations follows:
Condensed balance sheet at
December 31

1988

Cash and cash equivalents...........................
Finance receivables, net...............................
Other current assets and prepayments........

$

3,320
690,813
17,672

of net finance receivables were as follows:

1987
$

3,126
553,828
18,376

Total current assets................................
Long-term finance receivables, net..............
Other assets.................................................

711,805
2,063,818
82,898

575,330
1,597,639
23,389

Total assets.................................................

$2,858,521

$2,196,358

Accounts payable and accrued liabilities.......
Notes payable and current portion of long
term obligations.......................................

$ 206,494

$ 162,406

1,039,864

725,568

Total current liabilities.............................
Deferred taxes on income.............................
Long-term debt............................................

1,246,358
265,589
944,057

887,974
214,912
761,741

T otalliabilities..........................................

2,456,004

1,864,627

Equity..........................................................

402,517

331,731

Total liabilities and equity............................

$2,858,521

$2,196,358

Condensed summary of
operations, years
ended December 31

1988

1987

1986

Revenue........................................

$365,896

$295,903

$262,518

Operating expenses.......................
Interest, net...................................

96,469
143,937

78,349
111,415

80,871
88,376

Total expenses..........................

240,406

189,764

169,247

Income before income taxes.........
Provision for income taxes............

125,490
38,722

106,139
34,134

93,271
31,928

Net income....................................

$ 86,768

$ 72,005

$61,343

The above statements reflect the prospective implementa
tion, effective January 1 , 1987, of the requirements of State
ment of Financial Accounting Standards No. 91, “ Accounting
for Nonrefundable Fees and Costs Associated with Originat
ing or Acquiring Loans and Initial Direct Costs of Leases." This
implementation had no effect on the finance operations’ net
income for 1987.
Finance receivables are generally due in monthly, quarterly
or semi-annual installments over periods ranging from three to
seven years. In addition, gross finance receivables for the
company’s external financing programs include commercial
and private jet aircraft transactions with lease term s ranging
from five to 24 years. M aturities of gross finance receivables
and notes payable for the finance operations are as follows:

Years ending December 31
1989....................................
1990 ....................................
1991....................................
1992 ....................................
1993....................................
Thereafter.............................
Total....................................

Gross finance
receivables
$ 953,935
780,316
551,921
337,397
175,597
840,051
$3,639,217

Notes payable and
subordinated debt
$1,039,864
105,632
198,825
189,131
13,020
437,449
$1,983,921

Finance operations’ net purchases of Pitney Bowes’ equip
ment amounted to $402.5 million, $354.0 million, and $298.8
million in 1988,1987 and 1986, respectively. The components

December 31
Gross finance receivables.......
Residual valuation.....................
Initial direct cost deferred...........
Allowance for credit losses..........
Unearned income.......................
Net finance receivables................

1988
$3,639,217
291,390
19,874
(77,455)
(1,118,395)
$2,754,631

1987
$2,792,781
210,545
12,154
(77,388)
(786,625)
$2,151,467

In 1988 and 1987, the company entered into certain real
estate and aircraft leveraged lease transactions. The net in
vestment in leveraged leases at December3 1 , 1988 and 1987
was not significant.

WHIRLPOOL CORPORATION (DEC)
1988
1987
($ millions)
Current Assets
Cash and cash equivalents............................
Short-term investments.................................
Trade receivables, less allowances for doubtful
accounts (1988-$4.4; 1987— $3.3)..........
Financing receivables and leases, less allow
ances for doubtful accounts (1988— $3.1;
1987— $3.1 ............................................
Inventories..................................................
Prepaid expenses.........................................
Deferred income taxes..................................
Other..........................................................
Total Current Assets.................................

$

97.5
45.9

$

90.4
33.1

419.5

327.6

641.0
536.8
55.7
24.9
6.0
1,827.3

545.6
615.6
49.3
20.6
7.8
1,690.0

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Principal Accounting Policies

Financing Receivables and Leases: Interest and discount
charges are recognized in revenues using the effective yield
method. Lease income is recorded in decreasing amounts
over the term of the lease contract, resulting in a level rate of
return on the net investment in the lease. For transactions
entered into after December 31, 1987, origination fees and
related direct costs are deferred and amortized as yield adjust
ments over the lease term , using the effective yield method.
(3)

Financing Receivables and Leases

December 31 (millions of dollars)
1988
Financing receivables.................................... $ 695.7 $
Leveraged leases...............................................
53.4
Direct financing leases......................................
297.9
Other...............................................................
16.7
1,063.7
Unearned income..............................................
(78.7)
Estimated residual value.....................................
51.6
Allowances for doubtful accounts...................
(8.5)
Total financing receivables and leases..............
1,028.1
Less current portion.....................................
641.0
Long-term portion........................................ $ 387.1 $

1987
566.8
47.6
232.9
12.0
859.3
(67.3)
51.5
(5.7)
837.8
545.6
292.2

Deferred income tax liabilities relating to leveraged and
direct financing leases were $69.1 million and $51.8 million at
December 3 1 , 1988 and 1987.
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Receivables

Financing receivables and minim um lease paym ents re
ceivable at D ecem ber 3 1 , 1988 m ature contractually as fol
lows:

(millions of dollars)
1989.................................... .........
1990.................................... .........
1991.................................... .........
1992 .................................... .........
1993.................................... .........
Thereafter.......................................

Financing
Receivables
$587.6
61.7
14.9
9.9
3.2
18.4
$695.7

Leveraged
and Direct
Financing
Leases
$ 83.0
71.8
65.6
43.7
29.1
58.1
$351.3

Other
$ 3.9
3.5
2.9
2.5
1.8
2.1
$16.7

SNAP-ON TOOLS CORPORATION (DEC)
1987
1988
(in thousands)
Current assets

cash equivalents................................
Accounts receivable, less allowance for doubtful
accounts of $2.4 million in 1988 and $2.2
million in 1987 (Note 1e)..............................
Inventories.........................................................
Prepaid expenses...............................................
Total current assets...........................................

THE AMERICAN SHIP BUILDING COMPANY (SEP)
1987
1988
(in thousands)

Installment Receivables

Cash and

Sale Of Assets

$ 16,895

$ 64,575

336,588
139,460
12,037
504,980

277,357
120,083
8,501
470,516

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Accounting Policies
e. Installm ent receivables:
Installm ent receivables include am ounts which are due sub
seq u en t to o n e y e a r from b a lan ce sh eet d ates. T h e se
am ounts w ere approxim ately $ 2 8 m illion and $ 2 4 m illion at the
end of 1988 and 1987. A portion of unearned finance charges
is recognized as incom e in the month of sale to offset initial
direct costs incurred in processing the installm ent contract.
The rem aining finance charges are recognized as incom e
over the life of the installm ent contract on the “liquidation
m ethod.” U nder this m ethod, finance charges are recognized
as incom e in th e ratio of monthly collections to installm ent
receivables.
G ross installm ent receivables am ounted to $ 3 6 0 .2 million
and $290.1 m illion at the end o f 1988 and 1987. O f this
am ount, $ 7 1 .8 m illion and $ 5 5 .9 million represented unearned
finance charges at th e end of 1988 and 1987.

Current Assets:
Cash and cash equivalents.............................
Notes receivable............................................
Receivable from related party (Note 3 ).........
Accounts receivable, less allowances of $589
In 1988 and $474 in 1987.........................
Cost incurred and estimated profits recorded
on contracts completed and in progress,
less applicable billings..............................
Inventories, at lower of cost (first-in, firstout) or market...........................................
Refundable income taxes..............................
Prepaid expenses and other current assets...
Total current assets.......................................

$ 3,916
150
891

$ 1,499
3,099

6,132

3,574

17,037

3,200

3,206
—
757
32,089

2,471
3,599
1,972
19,414

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
3. R elated Party Transaction:
T he Board of Directors of the Com pany approved the sale of
a w holly owned subsidiary to the C hairm an of the Board in
fiscal 1988. T he principal asset of the subsidiary w as an
aircraft and the selling price of the subsidiary w as based upon
the m arket value of this aircraft. T he proceeds from the sale
w ere $ 8 9 1 ,000 and w ere received in Novem ber 1988. The
selling price is reflected in the consolidated balance sheets as
receivable from related party at S ep tem ber 3 0 , 1988. The gain
on the sale of the subsidiary of $ 2 5 3 ,0 0 0 ($ 1 6 7 ,0 0 0 or $ .0 3 per
share, net of applicable incom e taxes) is included in interest
and other incom e in the consolidated statem ents of opera
tions.

WEST POINT-PEPPERELL, INC. (SEP)
1988
($000)
Current Assets:
Cash...........................................................
Marketable securities..................................
Accounts receivable (less allowances:
1988, $30,385; 1987, $25,915)............
Receivable from the sale of assets.............
Inventories.................................................
Prepaid expenses and other current assets.
Assets held for disposition.........................
Total current assets....................................

1987

14,123
7,372

$ 17,721
25,257

477,389
32,937
502,625
35,099
27,071
1,096,616

395,415

$

—

341,109
19,475
134,063
933,040

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
Note B (In Part): Cash Flow Information
O ther non-cash transactions included:
— N o tes receivab le fo r $ 2 1 ,1 7 8 ,0 0 0 , $ 1 6 ,2 3 9 ,0 0 0 and
$ 2 2 ,0 9 5 ,0 0 0 w ere outstanding at S ep tem b er 2 4 , 19 88 ,
Septem ber 2 6 , 1987, and S eptem ber 2 7 , 1986, respectively
relating to the sale of assets.
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—
receivable for $32,937,000 exists at September 24,
1988 from the sale of assets relating to the acquisition of J. P.
Stevens & Co., Inc.

RECEIVABLES USED FOR FINANCING
Table 2-6 shows that the 1988 annual reports of 134 survey
companies disclosed either the sale of receivables or the
pledging of receivables as collateral. The reporting and disclo
sure requirem ents of Statem ent o f Financial Accounting
Standards No. 77, Section R20 of FASB Accounting Stan
dards— Current Text, apply to receivables sold with recourse
after December 31, 1983.
Examples of disclosures made in the reports of the survey
companies financing receivables follow. Examples of receiv
ables sold with recourse are also presented in connection with
Table 1-11.

Receivables Sold To Finance Subsidiaries
HONEYWELL INC. (DEC)
NOTES TO FiNANCiAL STATEMENTS

(Dollars in Millions)
72. Consolidation o f Finance and Real Estate Subsidiaries
In 1988 Honeywell adopted Financial Accounting Standard
No. 94, “ Consolidation of All Majority-owned Subsidiaries,”
and accordingly the consolidated financial statements include
finance and real estate subsidiaries, which had previously
been accounted for using the equity method. Prior-year finan
cial statements have been restated to conform to this change.
Summarized financial information of these subsidiaries not
p re v io u s ly co n s o lid a te d is a s fo llo w s :
1988

1986

1987

TABLE 2-6: RECEIVABLES USED FOR FINANC
ING

Receivables sold to finance
subsidiaries...................
Receivables sold to Independent entities..................
Receivables used as collateral

Total References...........

1988

1987

1986

1985

46

50

56

60

47
44

47
40

47
35

46
26

137

137

138

132

Reference to receivable
financing.......................
No reference to receivable
financing.......................

134

129

132

125

466

471

468

475

Total Companies...........

600

600

600

600

Revenues and other income consist prim arily of financing
fees paid by Honeywell to the finance subsidiaries and rental
income from buildings owned by the real estate subsidiaries.
The financing fees are based upon the finance subsidiaries’
expenses and interest income. In the United States, fees are
paid to Honeywell Finance Inc. under a form ula providing
fixed-charges coverage of 150 percent. In 1988 revenues
include $29.8 of gains on sales of real estate.

Receivables Sold To Independent Entities
COMBUSTION ENGINEERING, INC. (DEC)
NOTES TO CO NSO LiDATED FiN A N C iA L STATE
MENTS
($ 000)

2. Accounts Receivable

Condensed Income Statement
Revenues and other income...........................
Costs and expenses........................................
Income taxes..................................................

$ 51.2 $ 25.1 $ 29.7
19.7
24.6
23.0
2.4
1.7
1.0

Net income.....................................................

$ 29.8

$

1.1

$

2.7

$

5.0

Dividends........................................................
Condensed Statement of Financial Position
Receivables.....................................................
Receivables from Honeywell...........................
Property..........................................................
Other..............................................................

$186.5 $183.8 $182.7
25.1
21.5
19.3
75.8
48.3
75.3
2.2
1.7
1.3

Payables and accruals....................................
Short-term debt...............................................
Long-term debt...............................................
Payables to Honeywell....................................
Stockholder’s equity.......................................

$262.1 $280.1 $281.3
$ 9.7 $ 6.4 $ 6.2
.5
27.8
26.9
60.5
84.3
86.6
41.4
41.1
41.6
150.0
120.0
120.5
$262.1

$280.1

$281.3

Receivables include customer obligations purchased from
Honeywell by Honeywell Finance Inc. Collection of these re
ceivables is performed by Honeywell and the cost of this
service is paid by Honeywell Finance Inc.

December 31,
Billed
Work in progress or completed.......... .......
Retainage........................................ .......
Unbilled receivables............................. .......
Other.................................................. .......
Unearned billings................................. .......
Allowance for doubtful accounts............. .......

1988

1987

$569,187
50,222
217,480
5,161
842,050
(158,275)
( 25,433)
$658,342

$506,569
32,801
215,548
20,685
775,603
(123,113)
( 22,715)
$629,775

At December 31, 1988, unbilled receivables included
approximately $169,000 which has been recognized as sales
in curren t and p rio r periods under the percentage-ofcompietion method. With respect to amounts earned, the
Company anticipates that approximately $23,000 will be col
lected after 1989. Other receivables represent income tax
refunds.
On March 2 5 , 1988, the Company entered into a five-year
agreement whereby it can sell up to $100,000 of undivided
interests in a designated pool of accounts receivable, princi
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pally of the Pow er G eneration and Process Industries seg
m ents. At D ecem ber 31 , 1988, approxim ately $ 1 0 0 ,0 0 0 of
receivables w ere sold for cash under this agreem ent. The
undivided interest in the designated pool of receivables w as
sold with lim ited recourse.
On D ecem ber 3 1 , 1987, the Com pany sold net receivables
am ounting to approxim ately $1 0 0 ,0 0 0 .

sidiaries. Com m ents regarding those subsidiaries appear on
page 38.
The com pany sold to other financial institutions retail notes
receivable having unpaid balances at the tim e of sale of $23
m illion in 1988, $ 4 1 million in 1987 and $ 2 5 m illion in 1986. At
O ctober 3 1 , 1988 and 1987, the unpaid balances of receiv
ables previously sold w ere $ 2 3 m illion and $ 2 9 m illion, respec
tively.

CUMMINS ENGINE COMPANY, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 3: S ale o f Receivables:
In D ecem ber 1987, the com pany entered into an agreem ent
to sell, without recourse, a total of $1 0 0 million of undivided
fractional interests in a pool of certain eligible receivables. As
collections reduce previously sold undivided fractional in
terests, new receivables are custom arily sold up to the $1 00
m illion level. O ther expense (incom e), net, in the Consoli
d ated Statem ent o f Earnings includes $ 8 .3 million in 1988 and
$ .3 m illion in 1987 related to the sale of receivables under this
agreem ent.

DEERE & COMPANY (OCT)
1987

1988
($000)

Current Assets
Cash.............................................................
Short-term investments—at cost which
approximates market value......................
Refundable income taxes.............................
Receivables from unconsolidated sub
sidiaries and affiliates..............................
Trade receivables:
Dealer accounts and notes......................
Retail notes (less deferred finance in
come of $911 in 1988 and $1,348 in
1987)...................................................

$

36,248

$

49,817

12,742
3,178

66,567
16,258

46,699

29,139

2,311,083

2,115,746

25,334

26,492

Total........................................................
Less allowances for doubtful accounts....
Trade receivables— net............................
Inventories...................................................

2,336,417
28,078
2,308,339
708,277

2,142,238
31,731
2,110,507
464,977

Total current assets.............................

3,115,483

2,737,265

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Trade R eceivables (In Part)
Retail notes included in the consolidated balance sheet at
O ctober 3 1 , 1988 and 1987 represented retail notes of over
seas farm and industrial equipm ent custom ers. Retail notes
w ere $ 2 5 million at O ctober 3 1 , 1988, one percent of which
m ature in m ore than one year. At O ctober 31, 1987, retail
notes w ere $2 6 m illion, tw o percent of which m atured in m ore
than one year. All of D eere & Com pany’s retail notes receiv
able include finance charges based on the com pany’s finance
charge rate in effect at the tim e the respective notes w ere
acquired or, for variab le-rate notes, th e current rate applicable
from month to month on such notes. Alm ost all retail notes
acquired from farm and industrial equipm ent custom ers in the
United States and C anada are sold to the retail finance sub

L. B. FOSTER COMPANY (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 4. Notes an d Accounts R eceivable
Notes and accounts receivable at D ecem ber 3 1 , 1988 and
1987 are sum m arized as follows (in thousands):

Trade.................................................................
Allowance for doubtful accounts.............. .........
Other..................................................................

1988

1987

$36,686
(1.577)
1,653

$20,733
(1,380)
1,688

$36,762

$21,041

The Com pany had an arrangem ent with M ellon Bank, N .A .
under which accounts receivable could be sold to generate
m axim um net proceeds of $ 2 0 ,0 0 0 ,0 0 0 at any one tim e after
the establishm ent of a 15% collection reserve. During the first
quarter of 1988, the C om pany entered into five separate trans
actions selling $ 3 6 ,9 4 6 ,0 0 0 face am ount of accounts receiv
able which generated proceeds of $ 3 1 ,4 0 4 ,0 0 0 . T he arrange
m ent to sell accounts receivable w as term inated w hen the
Com pany entered into the revolving credit agreem ent dis
cussed in N ote 7 to th e financial statem ents.
The Com pany sold in tw elve separate transactions during
1987, face am ount of accounts receivable totaling approx
im a te ly $ 1 2 ,8 8 6 ,0 0 0 w h ich g e n e ra te d p ro c e e d s o f
$ 1 0 4 ,4 5 3 ,0 0 0 .
T he expenses associated with th ese transactions have
been charged to other expense. As of D ecem b er 3 1 , 1988 and
1987, $ 0 and $ 9 ,0 6 6 ,0 0 0 o f the total receivables sold re
m ained to be collected.

THE GOODYEAR TIRE & RUBBER COMPANY
(DEC)
N O TES TO FIN A N C IA L STA TEM EN TS
Accounts a n d Notes R eceivable
(In millions)
Accounts and notes receivable..........................
Less allowance for doubtful accounts................

1988

1987

$1,614.0
35.6

$1,544.1
42.8

$1,578.4

$1,501.3

The Com pany sold dom estic accounts receivable and cer
tain foreign accounts and notes receivable totaling $ 2 ,4 5 1 .6
million, $1 ,202 .1 m illion and $ 8 2 3 .6 million for 1 9 8 8 ,1 9 8 7 and
1986, respectively. A t D ecem ber 3 1 , 1988 and 1987 the bal
ance of the uncollected portion of th ese receivables w as
$ 4 5 3 .6 million and $ 4 3 3 .9 m illion, respectively.
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LONE STAR INDUSTRIES, INC. (DEC)

Receivables Used As Collateral

NOTES TO FINANCIAL STATEMENTS

FIELDCREST CANNON, INC. (DEC)

3. Accounts and Notes Receivable
1988

Receivables consist of the following (in thousands):

1987

($000)

Trade accounts and notes receivable................
Other notes receivable.......................................
Other receivables...............................................

1988

1987

$58,223
8,546
11,416

$ 87,885
112,640
9,437

78,185

209,962

Less:
Allowance for doubtful accounts.................
Receivables sold.................................................

12,692
65,000

Current assets
Cash..............................................................
Accounts receivable less allowances of
$12,966 in 1988 and $15,017 in 1987,
principally trade........................................
Inventories....................................................
Prepaid income taxes....................................
Other prepaid expenses and current assets...

$132,270

Total current assets.......................................

11,059
35,000
$32,126

The company has been selling certain receivables on an
ongoing basis to financial institutions. The present agreement
is scheduled to expire in September 1989. At December 31,
1988 and 1987, the receivables sold to the financial institu
tions were net of amounts due from them of $3,507,000 and
$5,688,000, respectively. This amount has been held back by
the financial institutions under a partial recourse provision of
the agreement.

ZENITH ELECTRONICS CORPORATION (DEC)
1988

1987

$

8,578

$ 11,182

211,039
225,786
11,617
1,814

238,930
262,943
11,821
4,074

458,834

528,950

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6 (In Part): Long-Term Debt

The Company’s long-term debt agreements contain cove
nants including requirements on the maintenance of working
capital, interest coverage ratios and shareowners’ equity and
limitations on additional borrowings and redemption of stock.
The debt agreement restricts the payment of dividends to an
aggregate of $12 m illion per year, plus 20% of net income for
the previous year in excess of $30 million. Substantially all of
the Company’s receivables and inventories are pledged under
the revolving bank term debt agreement.

($ in millions)
CURRENT ASSETS
Cash..............................................................
Marketable securities (at cost, which
approximates m arket)...............................
Receivables (Note 3 )......................................
Inventories....................................................
Prepaid income taxes....................................
Prepaid expenses and other..........................
Total current assets.......................................

$

17.4

$

19.5

ALLOWANCE FOR DOUBTFUL ACCOUNTS
8.9
488.4
579.2
53.3
20.4

—
417.7
583.6
51.4
17.3

1,167.6

1,089.5

Table 2-7 summarizes the captions used by the survey
companies to describe an allowance for doubtful accounts.
APB Opinion No. 12, Section V18 of FASB Accounting Standards-C urrent Text, states that such allowances should be
deducted from the related receivables and appropriately dis
closed.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3— Receivables
Receivables as Shown in the Consolidated Balance Sheets
are net of allowances for doubtful accounts of $6.9 m illion as of
December 31, 1988 and 1987.

TABLE 2-7: DOUBTFUL ACCOUNT CAPTIONS

The company and a wholly owned subsidiary, under sepa
rate agreements, occasionally sell without recourse certain
receivables that are discounted at market rates to yield up to
$20.8 million and $75.0 million, respectively, at any time. The
$20.8 million agreement expires October 2 6 , 1989. The $75.0
million agreement expires April 3 0 , 1990. As of December 31,
1988 and 1987, receivables were reduced by $25.0 million
and $20.8 million, respectively, as a result of such sales.

Allowance for doubtful
accounts.......................
Allowance.........................
Allowance for losses...........
Allowance for uncollectible
accounts.......................
Reserve ...........................
Reserve for doubtful
accounts.......................
Other caption titles................

1988

1987

1986

1985

287
145
26

273
160
26

275
151
27

283
151
30

11
12

9
17

7
17

10
22

9
18
508

7
18
510

10
20

7
17
520

10

22

507
15

11

Receivables shown net.........
No reference to doubtful
accounts..........................

82

68

78

69

Total Companies.............

600

600

600

600
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Approximately 6% of the survey companies, in addition to
deducting an allowance for doubtful accounts from receiv
ables, also deducted amounts for unearned discounts or fi
nance charges or sale returns.

TABLE 2-9: INDUSTRY CLASSIFICATION OF
COMPANIES USING LIFO
1988
No.

INVENTORIES
Chapter 4 of ARB No. 43, Section I78 of FASB Accounting
Standards— Current Text, states that the “ primary basis of
accounting for inventories is c o s t . . and “ a departure from
the cost basis of pricing the inventory is required when the
utility of the goods is no longer as great as its c o s t..."
Approximately 90% of the survey companies use lower of cost
or market, an acceptable basis for pricing inventories when
circumstances require a departure from cost, to price all or a
portion of their inventories.
Table 2-8 summarizes the methods used by the survey
companies to determine inventory cost and indicates the por
tion of inventory cost determined by LIFO. During 1988, 2
survey companies adopted or extended the use of UFO and 7
survey companies discontinued using LIFO for certain or all of
their inventory. As indicated in Table 2-8, it is not uncommon
for a company to use more than one method in determining the
total cost of inventory. Methods of inventory cost determina
tion classified as Other in Table 2-8 include specific identifica
tion, accumulated costs for contracts in process, and “current
cost.”
Table 2-9 shows by industry classification the number of
companies using LIFO and the percentage relationship of
those companies using LIFO to the total number of companies
in a particular industry classification.
Forty-nine companies disclosed that certain LIFO inventory
levels were reduced with the result that net income was in
creased due to the matching of older historical cost with pres
ent sales dollars. Twenty-six companies disclosed the effect
on income from using LIFO rather than FIFO or average cost
to determine inventory cost.
Examples of disclosure and reporting practices for inventor
ies follow.

TABLE 2-8: INVENTORY COST DETERMINATION

1988

Number of Companies
1987
1986

1985

Methods
First-in first-out (fifo)..........
Last-in first-out (lifo)..........
Average cost.....................
Other................................

396
379
213
50

392
393
216
49

383
393
223
53

381
402
223
48

Use of UFO
All inventories....................
50% or more of inventories..
Less than 50% of inventories
Not determinable................
Companies Using LIFO....

20
207
90
62
379

18
221
86
68
393

23
229
74
67
393

26
231
83
62
402

Foods:
Meat products..................
Dairy products.................
Canning...........................
Packaged and b u lk ..........
Baking ............................
Sugar, confections..........
Beverages ...........................
Tobacco products.................
Textiles................................
Paper products.....................
Printing, publishing..............
Chemicals ...........................
Drugs, cosmetics.................
Petroleum ...........................
Rubber products..................
Shoes— manufacturing,
merchandising..................
Building:
Cement ...........................
Roofing, wallboard..........
Heating, plumbing............
O ther...............................
Steel and iron.......................
Metal— nonferrous ..............
Metal fabricating...................
Machinery, equipment and
supplies...........................
Electrical equipment,
appliances.......................
Electronic equipment............
Business equipment and
supplies...........................
Containers...........................
Autos and trucks (including
parts, accessories)..........
Aircraft and equipment,
aerospace.........................
Railway equipment, ship
building............................
Controls, instruments,
medical equipment,
watches and clocks..........
Merchandising:
Department stores............
Mail order stores, variety
stores..........................
Grocery stores.................
O ther...............................
Motion pictures, broadcast
ing ...................................
Widely diversified, or not
otherwise classified..........

Total Companies...........

1987
%•

No.

%*

5
1
2
10
1
3
7
3
16
24
11
26
17
27
8

71
50
50
53
33
100
100
75
70
96
58
93
57
90
80

4
2
2
11
1
4
6
4
20
24
12
23
17
27
10

50
67
50
65
33
100
86
80
80
96
60
92
59
93
83

6

86

5

71

1
7
1
11
15
11
18

25
78
33
65
75
69
95

2
9
—
10
15
11
19

50
90
—
67
88
69
90

29

76

27

73

7
7

41
21

9
8

47
26

5
6

24
75

5
6

24
75

20

74

19

70

5

38

5

42

1

20

2

40

12

52

11

55

4

100

4

100

2
11
4

100
92
67

2
12
4

100
92
67

—

—

35

45

41

50

379

63

393

66

—

—

* Percent of total number of companies for each industrial classification
included in the survey.
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LIFO

CONSOLIDATED PAPERS, INC. (DEC)

AIR PRODUCTS AND CHEMICALS, INC. (SEP)

1988

1987

($000)

1988

1987

($000)

Current Assets
Cash and cash items.........................................
Short-term investments, at cost which approxi
mates market................................................
Trade receivables, less allowances for doubtful
accounts of $12,539 in 1988 and $10,858 in
1987.............................................................
Inventories (Notes 1 and 6)...............................
Contracts in progress less progress billings.....
Other current assets...........................................

$ 32,696

$ 54,871

3,518

41,764

344,707
175,399
30,754
39,197

289,917
127,017
27,762
36,586

Total current assets.......................................

626,271

577,917

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Majo r Accounting Policies

Inventories— To determine the cost of chemical inventories
and some gas and equipment inventories in the United States,
the company uses the last-in, first-out (LIFO) method. This
method assumes the most recent cost is closer to the cost of
replacing an item that has been sold. During periods of rising
prices, LIFO maximizes the cost of goods sold and minimizes
the profit report on the company’s income statement.
Industrial gas inventories of foreign subsidiaries have a
higher turnover, and there is little difference between the
original cost of an item and its current replacement cost. To
determine these inventory values, the first-in, first-out (FIFO)
method generally is used. Cost of an item sold is based on the
first item produced or on the current market value, whichever
is lower.

Current Assets
Cash and cash equivalents................................
Accounts and notes receivable, net of allow
ances of $2,334 in 1988 and $1,417 in
1987 ..............................................................
Inventories
Finished and partly finished products............
Raw materials................................................
Stores supplies.............................................
Prepaid expenses...............................................
Total Current Assets...............................................

$146,912

$104,273

63,040

58,070

20,308
26,348
18,085

21,355
23,129
15,670

64,741
11,903

60,154
8,308

286,596 230,805

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Accounting Policies

Inventories— Inventories accounted for using the last-in,
first-out (LIFO) cost method (approximately 69% in 1988 and
67% in 1987) are stated at amounts which do not exceed
market. The remaining inventories are stated at the lower of
cost or market using the first-in, first-out (FIFO) method, ex
cept for stores supplies and certain manufacturing supplies
which are accounted for on a moving average cost basis. If the
FIFO method of accounting for inventories had been used by
the company, inventories would have been higher than re
ported at December 31 , 1988 and 1987, by $16,283,000 and
$13,138,000, respectively.

COURIER CORPORATION (SEP)

($000)

The components of inventories are as follows:
(in thousands)
30 September
Inventories at FIFO cost:
Finished goods.............................................
Work-in-process............................................
Raw materials and supplies..........................
Less excess of FIFO cost over LIFO..................

1987

1988

6. Inventories

1988
$118,113
16,540
73,136
207,789
(32,390)
$175,399

1987
$91,561
14,542
43,397
149,500
(22,483)
$127,017

Inventories valued using the LIFO method comprised
65.6% and 55.9% of consolidated inventories before LIFO
adjustment at 30 September 1988 and 1987, respectively.
Liquidation of prior years’ LIFO inventory layers in 1988,1987,
and 1986 did not m aterially affect cost of sales in any of these
years.

Current assets:
Cash and cash equivalents............................
Accounts receivable, less allowance for un
collectible accounts of $178,000 in 1988
and $208,000 in 1987..............................
Receivable from joint venture.......................
Inventories (Note B )......................................
Recoverable income taxes.............................
Other current assets......................................
Total current assets.......................................

$ 1,096

13,338
44
8,281
2,765
339
25,863

$

5

15,363
3,772
8,989
2,833
613
31,575

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Inventories
Inventories are valued at the lower of cost or market using
the last-in, first-out (LIFO) method for substantially all inven
tories. Inventories as of September 2 4 , 1988 and September
2 6 , 1987 consisted of the following:
Fiscal Year
1988
Raw materials...............................................
Work in process...........................................
Finished goods............................................
T otal........................................................

$3,992,000
3,364,000
925,000
$8,281,000

1987

$4,884,000
3,337,000
768,000
$8,989,000
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If the first-in, first-out (F IF O ) m ethod of accounting had been
used by the Com pany, reported net incom e would have been
higher by $ 6 3 ,0 0 0 ($ .0 3 per share) in fiscal 1988, $ 1 4 2 ,0 0 0
($ .0 8 per share) in fiscal 1987 and $ 1 3 ,0 0 0 ($.01 per share) in
fiscal 1986. O n a F IF O basis, reported year-end inventories
would have increased by $ 5 .4 m illion in 1988, $ 5 .2 million in
1987 and $ 5 .0 m illion in 1986.

EVEREST & JENNINGS INTERNATIONAL LTD.
(DEC)

N O T E S TO C O N S O L iD A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
(d) Inventories
Inventories are stated at the low er of cost or m arket, cost
being determ ined on the basis of either the first-in, first-out
(F IF O ) m ethod or on th e last-in, first-out (L IF O ) m ethod and
m arket on the basis of low er or replacem ent cost or net realiz
able value.
(2) Inventories

1988
($000)
Current assets:
Cash..............................................................
Accounts receivable, less allowance for
doubtful accounts of $1,264 (1988) and
$1,532 (1987)...........................................
Inventories....................................................
Net assets of businesses to be sold.............
Prepaid expenses and other current assets...

1987

$ 2,340

$ 3,481

40,364
45,623

33,157
48,423
12,872
5,416
103,349

—

6,764
95,091

T he current cost of inventories valued under the LIFO
m ethod (approxim ately 16% and 17% of total inventory at
current cost at M ay 3 1 , 1988 and 1987) exceeded their LIFO
carrying values by $ 6 ,5 9 1 ,00 0 and $ 5 ,7 1 8 ,000 at M ay 31,
1988 and 1987, respectively. B ecause the cost of certain
inventories is determ ined on the L IFO m ethod, it is not practi
cal to present separately th e com ponents (raw m aterials,
w ork-in-process and finished goods) of inventory.

PRAB ROBOTS, INC. (OCT)
1987

1988
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Sum m ary o f Significant Accounting Policies (in Part)
Inventories
Inventories are stated at th e low er of cost or m arket, deter
m ined by the F IF O m ethod, except for the Com pany’s princi
pal dom estic subsidiary which uses the L IF O m ethod.

Current assets;
Cash...................................................
Accounts receivable (net of allowance
for doubtful accounts of $140,000
in 1988 and $125,000 in 1987)....
Inventories (Notes 1 and 2 ) ..............
Other current assets..........................
Total current assets...........................

$

744,066
4,699,521
6,965,795
350,995
12,760,377

$

499,441

6,153,228
5,056,159
529,667
12,238,495

Inventories:
Finished goods inventories w ere $ 1 5 ,3 8 8 ,000 (19 88 ) and
$ 1 4 ,4 7 0 ,0 0 0 (1 9 8 7 ), w o rk -in -p ro c e s s in v en to rie s w ere
$ 1 4 ,0 1 0 ,0 0 0 (1 9 8 8 ) and $ 1 5 ,1 6 9 ,0 0 0 (1 9 8 7 ) and raw m ate
rials inventories w ere $ 1 6 ,2 2 5 ,0 0 0 (19 88 ) and $ 1 8 ,7 8 4 ,0 0 0
(19 87 ).
T he carrying v a lue of inventories stated at L IF O cost is
$ 1 3 ,9 9 9 ,0 0 0 and $ 1 3 ,5 2 9 ,0 0 0 in 1988 and 1987, respectively.
LIFO inventories w ere $ 4 ,9 2 8 ,0 0 0 (19 88 ) and $ 6 ,0 7 2 ,0 0 0
(19 87 ) less than F IF O cost. If L IF O inventories had been
valued at F IF O cost, net earnings would have been decreased
approxim ately $ 4 0 6 ,0 0 0 ($ 0 .0 5 per share) in 1988, increased
by $ 2 8 9 ,0 0 0 ($ .0 4 per share) in 1987 and decreased by
$ 7 2 7 ,0 0 0 ($ .0 9 per share) in 1986.

PREMIER INDUSTRIAL CORPORATION (MAY)
1988

1987

($000)

Current assets:
Cash (including temporary investments of
$125,365 and $109,659 in 1988 and
1987, respectively)..................................
Receivables (less allowance for doubtful
accounts of $1,339 and $1,552 in 1988
and 1987, respectively).............................
Inventories (note 2 ).......................................
Prepaid expenses...........................................
Total current assets.......................................

$130,188

$117,272

78,309
79,008
5,195
292,700

71,252
70,197
5,251
263,972

N O T E S TO FIN A N C IA L STA TEM EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies:

Inventories:
Inventories are stated at the lower of cost or market. Cost
was determined by the last-in, first-out (LIFO) method.
2. Inventories:
October 31,
1988
Inventories consist of the following:
Raw materials....................................
Work in process................................
Finished goods and display units.......

$5,488,428
1,313,910
163,457
$6,965,795

1987

$4,286,669
730,881
38,609
$5,056,159

C urrent costs exceed the LIFO value of inventories by
approxim ately $ 7 4 5 ,0 0 0 and $ 7 0 3 ,0 0 0 at O ctober 31, 1988
and 1987, respectively.
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at July 2

JLG INDUSTRIES, INC. (JUL)
1987

1988
Current Assets

Cash and marketable securities..............
Accounts receivable, less allowance for
doubtful accounts of $181,000 in
1988 and $120,000 in 1987..............
Inventories:
Finished goods..................................
Work in process................................
Raw materials....................................

$ 1,335,884

Future income tax benefits.....................
Other current assets...............................
Total Current Assets..........................

541,790

$

14,306,444

8,059,388

5,634,732
10,858,535
10,544,578
27,037,845
2,072,192
869,929
45,622,294

5,739,180
5,298,292
9,263,630
20,301,102
1,458,199
1,138,697
31,499,176

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (In Part)

Inventories: Inventories are stated at the lower of cost or
market. Cost is determined using the LIFO (last-in, first out)
method for domestic inventories and the FIFO (first-in, firstout) method for all other inventories.
Inventories at July 31, 1988 and 1987 would have been
higher by $2,958,000 and $2,379,000, respectively, had the
company used FIFO cost, which approximates current cost,
rather than LIFO cost for valuation of its domestic inventories.
LIFO inventories represented 63% and 67% of consolidated
inventories at July 31, 1988 and 1987, respectively.

, 1988

and June 2 7 , 1 9 8 7 , respectively.

FIFO

ALPHA INDUSTRIES, INC. (MAR)
1987

1988
($000)
Current assets
Cash..............................................................
Temporary investments at cost (approxi
mates market)...........................................
Accounts receivable, trade, less allowance
for doubtful accounts of $268 and $236...
Income tax refund receivable.........................
Inventories (Note 5 ) ......................................
Prepayments and other current assets..........
Total current assets....................... ...............

$ 2,206

$ 1,469

8,486

8,141

11,119
358
8,756
848
31,773

11,223
172
11,311
642
32,958

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Signific a n t Accounting Poli
cies
Inventories: Inventories are stated at the lower of cost,
determined on a first-in, first-out basis, or market.
Note 5— Inventories

Inventories consisted of the following:
March 31,
1988

SHAW INDUSTRIES, INC. (JUN)
1988

1987

($000 )

Current Assets:
Cash..............................................................
Accounts and notes receivable, less allow
ance for doubtful accounts and discounts
of $8,018,000 in 1988 and $5,559,000 in
1987 .........................................................
Inventories—
Raw materials...................
W ork-in-process.......................................
Finished goods.........................................
Prepaid expenses...........................................
Total current assets.......................................

1987

(In thousands)

$

3,533

$

Raw materials....................................................
Work-in-process................................................
Finished goods...................................................

$3,083
4,301
1,372

$ 4,349
6,092
870

$8,756

$11,311

6,956

135,804

90,180

73,262
14,260
115,000

59,133
12,595
65,235

202,522
1,050
342,909

136,963
798
233,997

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Accounting Policies
Inventories are stated at the lower of cost or market. Cost
includes m aterials, direct and indirect labor and factory over
head. Market with respect to raw m aterials is replacement cost
and for work-in-process and finished goods is net realizable
value. The Company uses the last-in, first-out (LIFO) method
of valuing substantially all of its inventories in order to more
properly match current costs against current revenues, there
by reducing the effects of inflation on earnings. If LIFO inven
tories were valued at current costs, the inventories would have
been $6,112,000 and $5,041,000 higher than those reported

W ork-in-process inventory has been reduced by allow
ances for estimated losses to be sustained on completion of
certain contracts. These allowances totaled $2,450,000,
$850,000, and $1,500,000 at March 3 1 , 1988,1987 and 1986,
respectively.

BAXTER INTERNATIONAL INC. (DEC)
1988

1987

(in millions)
Current Assets
Cash.........................................................................
Certificates of deposit.............................................
Marketable securities, at cost, which approximates
market.................................................................
Accounts receivable, net of allowance for doubtful
accounts of $84 in 1988 and $69 in 1987 .........
Inventories
Raw materials.....................................................
Work in process.................................................
Finished products................................................
Total inventories.................................................
Prepaid expenses and other current assets.............
Total current assets.................................................

$

16
182

$

27
22

3

2

1,437

1,279

295
178
1,039
1,512
173

251
163
865
1,279
149

3,323

2,758
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Sum m ary o f Significant Accounting Policies (In Part)
Inventories
Inventories are stated at the low er of cost (principally, firstin, first-out m ethod) or m arket. M arket for raw m aterials is
based on replacem ent costs and for other inventory classifica
tions on net realizab le value. Appropriate consideration is
given to deterioration, obsolescence and other factors in eval
uating net realizab le value.

b. Inventories
Inventories are stated at the low er of cost (principally stan
dard cost which approxim ates actual cost on a first-in, first-out
basis) or m arket.
Note 2— Inventories
Inventories consist of the following:

Raw materials........................................
Work in process....................................
Finished goods.......................................

EKCO GROUP, INC. (DEC)
1987

1988

1988
$ 5,184,000
6,737,000
7,713,000
$19,634,000

1987
$ 8,506,000
7,621,000
6,690,000
$22,817,000

RAYCHEM CORPORATION (JUN)

($ 000)

Current assets
Cash and cash equivalents............................
Accounts receivable, net of allowance for
doubtful accounts (1988, $390; 1989,
$432)........................................................
Note and other receivables...........................
Inventories (Note 6 ) ......................................
Prepaid expenses and other current assets...
Deferred income taxes...................................
Net assets of discontinued operations..........
Total current assets.......................................

1988
S 4,940

$10,719

17,730
1,220
27,550
1,387
735
10,588
64,150

18,883
1,234
22,798
1,765
11,557
66,956

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Inventories— Inventories are stated at the low er of cost or
m arket. Cost is determ ined on a first-in, first-out basis.

1987

($000)

Current assets;
Cash and cash equivalents............................
Accounts receivable, net of allowances for
doubtful accounts of $3,589 in 1988 and
$3,403 in 1987.........................................
Inventories:
Raw materials...........................................
Work in process.......................................
Finished goods.........................................
Total inventories............................................
Prepaid taxes................................................
Other current assets......................................
Total current assets.......................................

$132,825

$ 55,131

243,563

212,925

69,515
48,880
82,906
201,301
32,895
51,654
662,238

63,739
50,935
67,019
181,693
29,703
25,305
504,757

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

(6) Inventories
Sum m ary o f Significant Accounting Policies (in Part)

T he com ponents of inventory w ere as follows;

inventories

(Amounts in thousands)
Raw materials...............................................
Work In process...........................................
Finished goods............................................

January 3,
1988
$ 9,732
4,298
13,520
$27,550

January 1,
1989
$ 6,696
4,823
11,279
$22,798

GARAN, INCORPORATED (SEP)

Average Cost
1988
($000)

Current Assets:
Cash and cash equivalents...........................
Accounts receivable, less estimated uncol
lectibles: 1988, $452; 1987, $449..........
Inventories..................................................
Other current assets....................................
Total Current Assets....................................

Inventories are stated at the low er of cost (principally first-in,
first-out m ethod) or m arket. M arket is determ ined on the basis
of replacem ent cost or net realizable value. Appropriate con
sideration has been given to obsolescence and other factors
in evaluating net realizab le value.

$25,819
24,327
19,634
1,375
71,155

1987

INTERNATIONAL FLAVORS & FRAGRANCES INC.
(DEC)

$20,139
23,272
22,817
1,681
67,909

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies

1988

1987
($000)

Currant Assets:
Cash and marketable securities................. ....
Receivables;
Trade.....................................................
Allowance for doubtful accounts............
Other.....................................................
Inventories.................................................
Prepaid and deferred charges...................
Total Current Assets..............................

$235,620

$252,545

142,609
(5,247)
16,448
241,610
15,033
646,073

140,971
(4,606)
18,583
223,437
15,056
645,986
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
In ve n to rie s
In ve n to rie s a re s ta te d a t th e lo w e r o f c o s t (g e n e ra lly on an
a ve ra g e b a sis) o r m arke t.
Note 2. Inventories

(Dollars in thousands)
Raw materials....................................................
Work in process................................................
Finished goods..................................................

December 31,
1988
1987
$139,072
22,301
80,237

$132,588
19,794
71,055

$241,610

$223,437

NOXELL CORPORATION (DEC)
1988

1987

($ 000)

Current assets:
Cash and equivalents....................................
Marketable securities, at cost (approximates
market).....................................................
Accounts receivable, less allowance of
$5,433 ($4,006 in 1987)..........................
Inventories:
At average cost (approximates current
cost):
Finished goods....................................
Raw materials......................................

$ 45,089

$ 48,278

58,175

39,828

57,968

48,981

N O TES TO FIN A N C IA L STATEM ENTS
(In T h o u sa n d s o f D o lla rs U n less O th e r wise In d ica te d )
Note 1 (In Part): Accounting Policies
In ve n to rie s— In v e n to rie s a re s ta te d a t c o s t w h ich is n o t in
e xce ss o f m a rke t. C o s t o f S p e c ia lty C h e m ica ls se g m e n t in 
v e n to rie s is d e te rm in e d b y th e la s t-in , firs t-o u t (L IF O ) m ethod
in th e U n ited S ta te s an d th e firs t-in , firs t-o u t (F IF O ) m ethod
o ve rse a s. A g rib u s in e s s in v e n to ry c o s t is d e te rm in e d b y th e
ave ra g e c o s t m ethod.
Note 2— Inventories

Finished products...............................................
Products in process...........................................
Raw materials and supplies...............................

1988

1987

$100,032
64,022
60,710

$ 96,577
58,904
52,703

$224,764

$208,184

In ve n to rie s on th e LIF O m etho d a t D e cem b er 3 1 , 1988 and
1987 w e re 23% an d 20 % o f c o n s o lid a te d in v e n to rie s . T he
c u rre n t re p la ce m e n t c o s t o f th e se in v e n to rie s e xce ed ed th e
LIF O c o s t a t D e cem b er 3 1 , 1988 an d 1987 b y $ 3 2 .3 m illio n
and $ 2 9 .5 m illio n . A t D e cem b er 3 1 , 1988 and 1987, in ve n to 
rie s o f th e S p e c ia lty C h e m ica ls se g m e n t w e re $ 1 6 3 .4 m illio n
and $ 1 4 5 .9 m illio n , an d A g rib u s in e s s in v e n to rie s w e re $ 6 1 .4
m illio n an d $ 6 2 .3 m illio n .

THE QUAKER OATS COMPANY (JUN)
1987
1988
($ in Millions)

46,059
39,929

36,512
38,457

85,988

74,969

Excess of average cost over last-in, firstout cost...............................................

10,842

9,006

Prepaid expenses and income taxes............

75,146
12,552

65,963
12,687

Total current assets......................................

248,930

215,737

36,512
Current Assets:
38,457Cash and short-term investments.......... .....
74,969Receivables— net of allowances..............
Inventories:
Finished goods...................................
9,006
65,963 Grain and materials............................
12,687 Supplies.............................................

$

Total inventories............................
215,737
Other current assets...............................

91.2
826.0

$ 359.9
752.9

359.4
143.4
37.0

334.6
114.1
37.7

539.8
33.3

486.4
197.4

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS
N O TE S TO THE C O N S O LIDATED FIN A N C IA L STATE
M EN TS

1 (In Part): Sum m ary o f Accounting Policies
IN V E N T O R IE S — In v e n to rie s a re ca rrie d a t th e lo w e r o f co s t
o r m a rke t (n e t re a liz a b le v a lu e ). T h e c o s t o f d o m e stic in ve n to 
rie s, w h ich re p re s e n t a p p ro x im a te ly 76% (74% in 1987) o f
co n s o lid a te d in v e n to rie s , is d e te rm in e d u n d e r th e la s t-in , firs to u t (LIF O ) m etho d. N o n -d o m e stic in v e n to rie s a re c a rrie d p ri
m a rily a t a ve ra g e c o st.

THE LUBRIZOL CORPORATION (DEC)

Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
In ve n to rie s. In v e n to rie s a re va lu e d a t th e lo w e r o f c o s t o r
m arke t, u sin g v a rio u s c o s t m etho ds, and in c lu d e th e c o s t o f
raw m a te ria ls, la b o r an d o ve rh e a d . T h e p e rce n ta g e o f y e a ren d in v e n to rie s v a lued u sin g ea ch o f th e m etho ds is a s fo l
lo w s:
June 30

1987

1988
($000)
Cash and short-term investments................... ..
Receivables.....................................................
Inventories......................................................
Other...............................................................

$124,236
206,859
224,764
17,143

$ 92,747
198,343
208,184
14,068

Total current assets....................................

573,002

513,342

Average quarterly cost................................................
Last-in, first-out (LIFO).............................................
First-in, first-out (FIFO).............................................

1988

1987 1986

54% 52% 51%
29% 31% 21%
17% 17% 28%

If th e LIF O m etho d o f v a lu in g c e rta in in v e n to rie s w e re n o t
used, to ta l in v e n to rie s w o u ld have been $ 2 4 .0 m illio n , $ 1 4 .6
m illio n and $ 1 8 .8 m illio n h ig h e r th a n re p o rte d a t Ju n e 30,
1 9 8 8 , 1987, and 1986, re s p e c tiv e ly.
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Inventories

During the fourth quarter of fiscal 1988 the Company refined
its method of determining domestic grocery inventory value for
financial reporting purposes including the capitalization of
certain warehousing, transportation and other product-related
costs. The change provides a better matching of production
associated costs. The net effect of this change was to increase
fiscal 1988 earnings $6.2 million (net of income taxes of $3.9
million). The cumulative after-tax effect of this change as of the
beginning of the year is $5.1 million, or $.06 per share.
The Company takes positions in the commodity futures
market as part of its overall raw materials purchasing strategy
in order to reduce the risk associated with price fluctuations of
commodities used in manufacturing. The gains and losses on
futures contracts are included as a part of product cost.

reduced by charging any amounts in excess of estimated
realizable value to cost of goods sold. The costs attributed to
units delivered under long-term contracts are based on the
estimated average cost of all units to be produced under
existing firm orders and are determined under the learning
curve concept, which anticipates a predictable decrease in
unit costs as tasks and production techniques become more
efficient through repetition. Production costs included in in
ventories in excess of the estimated cost of in-process inven
tories (on the basis of estimated average cost of all units to be
produced) were not material.
The replacement cost of LIFO inventories exceeded the
carrying cost, which was immaterial, by approximately $50
million at December 3 1 , 1988, and $45 million at December
31, 1987.

TEXAS INSTRUMENTS INCORPORATED (DEC)
Production Cost
1988

1987

($ millions)
Current assets:
Cash and cash equivalents............................
Short-term investments................................
Accounts receivable, less allowance for loss
es of $49.0 in 1988 and $54.3 in 1987....
Inventories (net of progress billin gs)............
Prepaid expenses...........................................
Total current assets.......................................

$ 541.3
239.1

$ 421.9
240.7

942.1
769.7
56.4

848.2
738.7
53.4

2,548.6

2,302.9

LOCKHEED CORPORATION (DEC)
1988

1987

($ in millions)
Current assets
Cash and cash equivalents..................................
Accounts receivable............................................
Inventories..........................................................
Other current assets............................................

$ 269
1,816
1,067
140

Total current assets............................................

3,292

$

40
1,868
1,069
187
3,164

NOTES TO FINANCIAL STATEMENTS
Accounting Policies and Practices (In Part)

Inventories are stated at the lower of cost, current replace
ment cost or estimated realizable value. Cost is generally
computed on a currently adjusted standard (which approxi
mates current average costs) or average basis except for the
cost of certain inventories of metals and metal products, which
are computed on the last-in, first-out (LIFO) basis.
Inventories
Millions of Dollars
1988

1987

Raw materials and purchased parts.............
$ 247.6
$ 249.4
Work in process.................................................
873.8
850.4
Finished goods...................................................
171.3
175.3
Inventories before progress billings.............
Less progress billings........................................
Inventories (net of progress billings)..........

1,292.7
(523.0)
$ 769.7

1,275.1
(536.4)
$ 738.7

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Inventories
Inventories are stated at the lower of cost or estimated net
realizable value. In the case of m aterials and spare parts, cost
represents average cost.
W ork-in-process inventory includes direct production costs,
allocable operating overhead, and, except for commercial
contracts and program s, general and adm inistrative ex
penses.
Inventories are prim arily attributable to long-term contracts
or programs on which the related operating cycles are longer
than one year. In accordance with industry practice, these
inventories are included in current assets.
Note 5. Inventories

Approximately 63% of the December 31, 1988 and 1987,
inventories before progress billings related to long-term con
tracts.
Net sales billed under long-term fixed price and fixed-price
incentive contracts are recognized as deliveries are made or
as performance targets are achieved. Net sales billed under
cost-reimbursement contracts are recorded as costs are in
curred and include estimated earned fees.
Inventories relating to long-term contracts are stated at
actual production costs, including manufacturing overhead
and special tooling and engineering costs, reduced by
amounts identified with net sales billed recognized on units
delivered or with progress completed. Such inventories are

Inventories consisted of the following:
1988

1987

Work in process, primarily on long-term contracts
or programs........................................................
Materials and spare parts........................................
Advances to subcontractors....................................
Finished goods........................................................

$1,708
340
138
38

$1,638
422
155
33

Less customer advances and progress payments....

2,224
1,157

2,248
1,179

$1,067

$1,069

In millions

A significant portion of inventories applies to United States
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governm ent contracts. Under contractual arrangem ents
whereby Lockheed receives progress payments from the
United States government, title to inventories identified with
the related contracts is vested in the government.

Note D: Accounts Receivable and Inventories

Following are the details of accounts receivable:

1988

1987

1986

(thousands of dollars)
U.S. Government long-term contract receiv
ables
Amounts billed...................................
Unbilled recoverable costs and accrued
profit on progress completed............
Retentions.........................................

Beginning of period...................................
Additions from Sanders acquisition..........
Incurred during the year...........................
Charged to costs and expenses during the
year......................................................

$ 210

$ 224

1,023

1,046

$158
67
946

Other receivables, principally from commer
cial customers....................................

1,037

1,060

947

End of period............................................

$ 196

$ 210

$224

Inventories do not include any significant amounts of un
amortized tooling, learning curve and other deferred costs,
claims, or other sim ilar items whose recovery is uncertain.
An analysis of general and adm inistrative costs included in
w o rk in p ro ce ss fo llo w s :
In millions

Of the amounts in costs and expenses, approximately $132
million, $124 m illion, and $120 million in 1988, 1987, and
1986, respectively, represented general and administrative
costs not allocable to government contracts.

$169,799

$172,436

49,622
1,462
220,883

36,564
2,682
211,682

609,456
$830,339

529,166
$740,848

Of the retentions balance and amounts not billed at July 31,
1988, $47.1 m illion is expected to be collected in fiscal year
1989 with the balance to be collected in subsequent years, as
contract deliveries are made and warranty periods expire.
Summarized below are the components of inventory bal
ances:

1988

1987

Raw materials and work in process.............
Finished goods............................................
Inventoried costs related to long-term con
tracts ......................................................

$ 454,025
55,029

$ 428,274
52,818

556,695

628,101

Gross inventories.........................................
Less progress billings, principally related to
long-term contracts................................

1,065,749

1,109,193

(339,968)

(355,996)

Net inventories..............................................

$ 725,781

$ 753,197

(thousands of dollars)
1988

1987

($000)

Total Current Assets................................

1987

July 31

LITTON INDUSTRIES, INC. (JUL)

Current Assets
Cash and marketable securities...............
Accounts receivable less allowance for
doubtful accounts of $40,990 (1988)
and $27,107 (1987)...........................
Inventories less progress billings (Notes
A and D ).............................................
Prepaid taxes on income and other ex
penses ................................................

July 31
1988

$1,140,317

$1,229,593

830,339

740,848

725,781

753,197

196,060

57,166

2,892,497

2,780,804

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note A (In Part): Significant Accounting Policies
Inventories and Long-term Contracts. Inventories of raw
materials are generally stated at the lower of cost (first-in,
first-out method) or market. Work in process and finished
goods are stated at average cost. General and administrative
costs are allocated to and included in the work in process
inventory of the Marine Engineering and Production segment
and certain divisions of the Advanced Electronics segment.
Otherwise, general and adm inistrative costs are expensed as
incurred.

Revenues and profits on long-term contracts are recorded
under the percentage-of-completion method of accounting.
Major contracts for complex weapons and defense systems
are performed over extended periods of time and are subject
to changes in scope of work and delivery schedules. Total
revenues on these contracts are necessarily estimated while
the changes are being negotiated and their impact assessed.
Any anticipated losses on contracts are charged to operations
as soon as they are determinable.

The amounts included in “ Inventoried costs related to long
term contracts” representing general and adm inistrative costs
and production cost of delivered units in excess of anticipated
average cost of all units expected to be produced are not
significant.
When the receivable, inventory and progress billings
amounts related to any one contract result in a net credit
balance, such amounts are classified in current liabilities as
“ Customer deposits and contract liabilities.”
Total general and adm inistrative expenses charged to in
ventory during the years ended July 3 1 , 1988 and 1987 were
$52.6 million and $67.2 million, respectively.
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LODGISTIX, INC. (JUN)

Specific identification
TRINITY INDUSTRIES. INC. (MAR)
1988

1987

($000)

Current assets:
Cash and short-term investments.................
Accounts receivable, less allowance for
doubtful accounts ($1,252,000 in 1988
and $1,484,000 in 1987)..........................
Contract receivables not yet billed.................
Inventories....................................................
Other current assets......................................
Total current assets.......................................

S 7,205

$

$ 15,319
Less allowance for doubtful
accounts...................................

1988

1987

454,071

$ 1,679,635

7,954,127
136,132

7,396,529
176,570

8,090,259

7,573,099

95,739
9,612
148,262
10,167

71,160
12,555
105,647
9,390

682,024

451,320

Net receivables..............................
Inventory...........................................
Prepaid expenses...............................

7,408,235
2,770,164
32,833

7,121,779
1,676,705
101,563

270,985

214,071

Total current assets...........................

10,665,303

10,579,682

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (In Part)
Inventories and investments are valued at the lower of cost
or market. Inventory cost is determined principally on the
specific identification method. Market Is replacement cost or
net realizable value.
Inventories
(in thousands)
March 31
1988
1987
(Restated)
Finished goods..................................................
Work In process................................................
Cost related to long-term contracts, net of
progress billings of $2,170,000 and
$1,549,000 at March 3 1 , 1988 and 1987,
respectively....................................................
Raw materials and supplies...............................

Current assets:
Cash and temporary investments......
Accounts and notes receivable:
Trade.............................................
Other.............................................

$12,814
48,859

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Accounting Policies

Inventory
Inventory consists principally of computer equipment that
the Company intends to place on future installations. It is
stated at cost on a specific cost basis not exceeding net
realizable value.

Market
CONAGRA. INC. (MAY)

$ 13,430
21,454

1987

1988
($000)

14,329
72,260

13,468
57,295

$148,262

$105,647

Effective September 30, 1987, the Company changed its
method of accounting for inventories from the Last-In, FirstOut method principally to the Specific Identification method,
because, in the opinion of management, there is a better
matching of revenues and expenses, better correlation of
accounting and financial information with the method by which
the Company is managed, and better presentation of invento
ries at values that more fairly present the inventories’ cost.
The financial statements of prior years have been restated
to present the new method of accounting retroactively. The
effect of the accounting change on net income for fiscal 1988
and on net income as previously reported for fiscal 1987 and
1986 is $(1,800,000), or $(0.10) per share, $(31,000), or $—
per share, and $(874,000) or $(0.05) per share, respectively.
The balances of retained earnings for fiscal 1987 and 1986
have been adjusted for the effect, net of income taxes, of
applying retroactively the new method of accounting.

Current assets
Cash........................................................
Temporary investments...........................
Receivables, less allowance for doubtful
accounts of $24,399 and $23,395, re
spectively ............................................
Recoverable income taxes.......................
Inventories (Note 3)
Hedged commodities..........................
Other ..................................................

$ 153,271
14,563

$

61,016
133,882

754,401
1,451

602,438
1,865

454,635
641,439

321,364
542,598

Prepaid expenses....................................

1,096,074
56,432

863,962
43,956

Total current assets................................

2,076,192

1,707,119

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Columnar dollar amounts in thousands
1 (In Part): Summary o f Significant Accounting Policies

Inventories
Grain, flo ur and m ajor feed ingredient inventories are
hedged to the extent practicable and are generally stated at
market including adjustment to market of open contracts for
purchases and sales. Short-term interest expense incurred to
finance hedged inventories is included in cost of sales in order
to properly reflect gross margins on hedged transactions.
Except for certain food product inventories which are stated at
the lower of last-in, first-out (LIFO) cost or market, inventories
not hedged are priced at the lower of average cost or market.
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Inventories

PREPAID EXPENSES

The major classes of inventories at year end are as follows:
1988

1987

$ 454,635
238,973
140,707
108,317
153,442

$321,364
281,555
64,980
96,169
99,894

$1,096,074

$863,962

Hedged commodities...................................
Food products.............................................
Agricultural chemicals, fertilizer and feed....
Retail merchandise.......................................
Other, principally ingredients and supplies...

The cost of certain food products inventories stated under
the last-in, first-out (LIFO) method was $50,841,000 and
$78,733,000 at May 2 9 , 1988 and May 3 1 , 1987, respectively.
Had these inventories been stated at lower of principally firstin, first-out (FIFO) costs or market, they would have been
$65,030,000 and $59,350,000 greater than reported at May
29, 1988 and May 31, 1987, respectively.

WILSON FOODS CORPORATION (JUL)
1987

($ 000)

$

5,590

S 1,948

45,562
5,317

49,246
4,089

1987

1988
($000)
Current assets
C ash ................................................................................
Accounts receivable, less allowance for doubtful
accounts of $70 in 1 9 8 8 .......................................
Inventories.....................................................................
Prepaid expenses and other (Note B ) ....................
Refundable income taxes..........................................

$ 721

$1,210

2,559
950
1,074
1,325

1,238
1,014
1,329
1,738

6,629

6,529

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note B— Prepaid Expenses and Other
1987

1988

50,879
Inventories
Product.....................................................
Supplies....................................................

EL CHICO CORPORATION (MAY)

Total current assets.....................................................

1988
CURRENT ASSETS
Cash and cash equivalents............................
Receivables, less allowances of $310 in
1988 and $295 in 1987
Trade.........................................................
Notes and other........................................

Table 2-10 sum m arizes the prepaid expense captions
appearing in the current asset section of the survey com
panies’ balance sheets. Rarely is the nature of a prepaid
expense caption disclosed. Examples of companies disclos
ing the nature of a prepaid expense caption follow.

50,458
7,103
57,561

53,335
43,339
7,156

(In thousands)
R ent......................................................................................
Taxes, other than income and payroll.........................
Equipment maintenance..................................................
Insurance..............................................................................
Other.....................................................................................

50,495

Other current assets......................................

1,377

1,576

TOTAL CURRENT ASSETS............................

115,407

107,354

Inventories: Inventories are stated at the lower of cost (firstin, first-out method) or market except that those products
which do not have ascertainable costs, principally the meat
portion of product inventories, are stated at market less an
allowance for selling and distribution expenses.
From tim e to time, Wilson partially hedges its inventories
and purchase and sale commitments by entering into con
tracts on commodity exchanges. The results of these hedging
transactions become part of the cost of the related inventory
items. The computation of market value of inventories in
cludes adjustment for unrealized gain or loss on open con
tracts.

$ 237
311
134
485
162

$1,074

$1,329

THE STANDARD PRODUCTS COMPANY (JUN)
1987

1988

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

$ 233
310
121
48
362

($000)
Current Assets:
Cash...........................................................................
Short-term investments.......................................
Receivables, less allowances of $773,000 in
1988 and $745,000 in 1 9 8 7 .........................
Inventories...............................................................
Prepaid insurance, taxes, etc..............................

$

Total current assets...............................................

1,723
10,848

$

2,900
7,559

99,251
38,823
6,240

77,385
41,729
11,024

156,885

140,597

1987

1988

WASTE MANAGEMENT, INC. (DEC)

($ 000)

Current Assets
Short-term investments................................
Accounts receivable, less allowance of
$13,261 in 1987 and $15,698 in 1988 .....
Employee receivables....................................
Parts and supplies........................................
Prepaid expenses...........................................
Total Current Assets......................................

$ 56,739

$ 54,056

418,572
5,866
55,990
97,753

570,179
17,718
54,530
130,043

$634,920

$826,526
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OTHER CURRENT ASSET CAPTIONS

TABLE 2-10: PREPAID EXPENSES
Number of Companies
Prepaid expenses..................
Prepaid expenses and other
current assets..................
Prepaid expenses and defer
red taxes..........................
Employee benefits.................
Prepaid expenses and other
receivables.......................
Prepaid expenses and adv
ances ...............................
Prepaid expenses and sup
plies..................................
Other captions indicating pre
paid expenses ..................

1988

1987

1986

1985

195

200

224

227

132

117

104

107

11
11

16
13

18
11

22
6

10

11

11

6

5

7

9

10

2

2

7

7

7

19

16

14

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Accounting Policies

Prepaid Expenses
Preparation costs for individual secure land disposal cells
are recorded as prepaid expenses and amortized as the air
space is filled. Unamortized prepaid cell construction cost at
D ecem ber 31, 1987 and 1988 w as $42,471,000 and
$46,220,000, respectively.

SUPER VALU STORES, INC. (FEB)
1987

1988
($ 000)

Current Assets;
Cash..............................................................
Receivables, less allowance for losses of
$9,276,000 in 1988 and $6,423,000 in
1987.........................................................
Inventories....................................................
Supplies and prepaid expenses (Note A ).......
Deferred income tax benefits.........................
Investment in direct financing leases— cur
rent............................................................
Total Current Assets......................................

S 2,170

S 3,432

191,360
698,383
17,126
15,515

163,026
650,741
15,556
14,701

7,252

7,109

931,806

854,565

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Table 2-11 summarizes the nature of accounts (other than
cash, m arketable securities, inventories, and prepaid ex
pense) appearing in the current asset section of the balance
sheets of the survey companies. Examples of such other
current asset accounts follow.

Property Held For Sale
GENERAL MILLS, INC. (MAY)
1988
Current Assets:
Cash...................................................................
Short-term investments.......................................
Receivables, less allowance for doubtful
accounts of $6.1 in 1988 and $5.9 in 1987...
Inventories..........................................................
Prepaid expenses and other current assets.........
Deferred income taxes........................................
Net assets of discontinued operations.................
Total Current Assets............................................

$ 11.4
3.2

$ 48.7
131.0

230.0
423.5
60.8
80.6
176.4

236.7
388.6
60.9
75.0
—

985.9

940.9

NOTES TO CO NSO LiDATED FIN AN C IAL STATE
MENTS
Note Two (In Part): Discontinued Operations

In the fourth quarter of fiscal 1988, the Board of Directors
authorized disposition of the Specialty Retailing segment of
our business. The sales of Talbots and Eddie Bauer were
closed subsequent to year end and w ill result in a net gain in
the first quarter of fiscal 1989.
Operating income for the Specialty Retailing segment for
fiscal 1988, net of income tax expense of $11.8 million, was
$17.7 million ($.20 per share). This includes $6.4 million of
interest expense allocated to the segment based on their
capital using an appropriate debt-to-capital ratio.
The net assets of the discontinued operations included on
the C onsolidated Balance Sheet as o f May 29, 1988,
amounted to $176.4 million and consisted prim arily of receiv
ables, inventories, fixed assets, certain intangibles and mis
cellaneous liabilities. The prior year’s Consolidated Balance
Sheet has not been restated.

TABLE 2-11: OTHER CURRENT ASSET
CAPTIONS

A (In Part): Summary o f Significant Accounting Policies:

1988

Prepaid expenses:
A Voluntary Employee’s Beneficiary Association (VEBA)
trust was established in fiscal year 1986 to fund certain em
ployee benefits provided by the company’s health care plans.
Prepaid expenses at February 27, 1988 and February 28,
1987 include $4,992,000 and $2,729,000, respectively, which
were funded to the trust for e s tim a te eligible benefits to be
paid in fiscal year 1989 and fiscal year 1988, respectively.

1987

(In Millions)

Number of Companies
1987
1986

1985

Nature of Asset
Deferred income taxes.........
Property held for sale.........
Unbilled costs......................
Advances or deposits..........
Other— identified ................

143
49
28
7
35

140
53
34
8
25

147
52
31
11
29

129
42
34
8
36
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KAISER ALUMINUM & CHEMICAL CORPORATION
(DEC)
1988

1987

(millions of dollars)
Current assets:
Cash and cash equivalents............................... $ 209.5
$131.7
Receivables:
Trade (less allowance for doubtful receiv
ables: $7.6 in 1988 and $7.2 in 1987) ...
264.4
230.2
Other............................................................
56.9
80.7
Inventories........................................................
451.4
479.9
Prepaid expenses.............................................
4.3
20.5
Assets held for sale..........................................
336.6
Current assets of discontinued operations— net
44.6
Total current assets.........................................

1,323.1

987.6

NOTES TO FINANCIAL STATEMENTS
(millions of dollars)
4
tions

the sale will be completed during 1989 and will not result in a
net loss.
During 1987, the Company sold its wine and spirits busi
ness segment for $684.3 million.
The re su lts o f o p e ra tio n s o f th ese businesses are
accounted for as discontinued operations in the Consolidated
Statement of Income. A summary of the net assets of the
oleochemical business at December 31, 1988, and a sum
mary of income statement information relating to ail discon
tin u e operations is as follows:
December 3 1 , 1988
Current assets.........................................................
Other assets.............................................................

$ 98.8
199.7

Current liabilities.....................................................
Other liabilities.........................................................

298.5
26.6
1.9

Net assets held for sale ...........................................

28.5
$270.0

(In Part): Assets Held For Sa/e and Discontinued Opera

RALSTON PURINA COMPANY (SEP)

Assets held for sale consist of the estimated net realizable
values of all assets expected to be sold within the next year.
Assets held for sale include (i) assets that were c la s s ifi^ as
current/noncurrent assets of discontinued operations— net in
Predecessor financial statements; and (ii) other assets in
continuing operations that have been specifically identified for
sale. Results from operations and disposals of assets classi
fied as “ held for sale” w ill not be included in the Statements of
Consolidated Income of Successor. Such amounts result in
the reallocation of the purchase price. The composition of
assets held for sale was:
Successor
December 3 1 , 1988
$

Trade receivables— net......................
Other receivables...............................
Inventories........................................
Investments and advances.................
Property, plant, and equipment— net.
Current liabilities...............................
Other— n e t........................................
T otal.............................................

3.6
9.8
173.1
71.9
270.6
(189.3)
(3.1)
$336.6

QUANTUM CHEMICAL CORPORATION (DEC)
1988

1987

($ in millions)
Current assets
Cash............................................................... . $ 19.0
Short-term investments...................................
199.9
Receivables— less allowance for doubtful
accounts of $10.4— 1988, $13.9— 1987....
427.7
Inventories......................................................
338.6
Prepaid expenses and other assets.................
83.7
Net assets held for sale (Note 3 ) ...................
270.0
Total current assets........................................ .

1,338.9

$ 16.0
8.9
434.1
315.9
60.6
835.5

Note 3 (In Part): Discontinued Operations
in December 1988, the Company announced its intention to
sell its oleochemical business segment. It is anticipated that

1988

1987

($ in millions)
Current Assets
Cash..............................................................
Marketable securities....................................
Receivables, less allowance for doubtful
accounts....................................................
Inventories....................................................
Other current assets......................................
Net assets of discontinued operations..........
Total Current Assets......................................

$

23.8
337.1

$

16.6
254.8

526.9
559.9
94.7
152.1

512.8
577.6
90.0

1,694.5

1,451.8

NOTES TO FINANCIAL STATEMENTS
(Dollars in m illions except per share data)
Discontinued Operations
In July 1988, the Company reached a definitive agreement
to sell its Van Camp Seafood division to a group of investors
led by PT Mantrust, a privately-held Indonesian concern. The
sale was completed in November 1988. See the Subsequent
Event note for additional information. The results of operations
of Van Camp have been reported as discontinued operations
for the three-year period ended September 3 0 , 1988. Sales of
Van Camp of $299.9, $290.1 and $270.8 for 1988,1987 and
1986 have been excluded from net sales in the consolidated
statement of earnings. Earnings (losses) of the discontinued
operations of $24.4 or $.35 per share, $15.8 or $.22 per share
and ($9.7) or ($.13) per share for 1988 , 1987 and 1986, net of
income tax expense (benefit) of $8.8, $1.7 and ($1.4), respec
tively, have been segregated and reported separately from the
results of continuing operations. The loss from discontinued
operations in 1986 includes the effect of a $24.5 provision,
after inome tax benefits of $7.7, related to loss on sale of the
Company’s Ecuadoran tuna cannery and write-down of tuna
boats and related operations. The net assets of the discon
tinued operations at September 3 0 , 1988 which will be trans
ferred to the purchaser are included in the consolidated bal
ance sheet as a single amount which consists prim arily of
receivables, inventories, fixed assets and certain liabilities to
be assumed by the purchaser.
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In fiscal 1986, the Company sold its restaurant operations,
in two separate transactions which were together accounted
for as a discontinued operation, to a holding company owned
by institutional investors and members of the operations’
senior management. The aggregate sales price was $505.0
resulting in a gain on sale of $148.8, or $1.94 per share, after
applicable taxes of $59.2.

TONKA CORPORATION (DEC)
1988

1987

(In millions)
Current assets:
Cash and cash equivalents..................................
Accounts receivable— net....................................
Inventories..........................................................
Prepaid expenses and other current assets.........
Deferred income taxes........................................
Net assets held for disposition...........................

$ 17.2
249.5
68.2
25.2
23.2
11.5

$ 19.3
196.9
58.0
28.6
7.7
16.4

Total current assets............................................

394.8

326.9

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note Seven— Net Assets Held for Disposition
The Kenner Parker headquarters facility in Beverly, Mas
sachusetts and certain other office and manufacturing facili
ties have been identified for sale. These properties are
recorded at estimated net realizable value. Sale of all the
facilities is anticipated during 1989.

Assets To Be Transferred
MEDIA GENERAL, INC. (DEC)

($000)

Total current assets.......................................

$

8,268

The transfer of Pomona is contingent upon obtaining certain
regulatory approvals during which tim e the Company will con
tinue to operate Pomona for the economic benefit of Barris/
GIANT. In the event that the approvals cannot be obtained by
May 1, 1989, Barris/GIANT can elect not to complete the
transfer (after August 1, 1989, either Barris/GIANT or the
Company can elect not to complete the transfer) and Pomona
will be sold, with Barris/GIANT to receive the net sales pro
ceeds. Any net proceeds above $56 million will be allocated
75% to Barris/GIANT and 25% to the Company. If the net
proceeds are less than $56 million, the Company will pay to
Barris/GIANT 25% of the difference between $56 million and
the net proceeds.
The net book value of Pomona assets to be transferred,
which amounted to $52.9 million (including $40.9 million of
property, plant and equipment), has been classified as a cur
rent asset and a corresponding current liability has been in
cluded in the accompanying consolidated balance sheet.
Stockholders’ equity was reduced by $96.9 million ($44 m illion
cash and $52.9 million of assets) representing the cost of the
purchased shares at December 31, 1988. Any gain or loss
relating to Pomona and the final cost of the shares purchased
will be determined and accounted for when the transfer of sale
of Pomona is completed.
Holders of the Class A common stock are entitled to elect
one-third of the Board of Directors and are also entitled to vote
on the reservation of shares for stock options and on certain
specified types of major corporate reorganizations or acquisi
tions. Both classes of common stock receive the same divi
dends per share. Also, Class B common stock can be con
verted into Class A common stock on a share-for-share basis
at the option of the holder.

1987

1988
Current assets:
Cash..............................................................
Accounts receivable (less allowances for dis
counts and doubtful accounts 1988—
$13,642; 1987— $3,870)..........................
Inventories....................................................
Assets to be transferred (note 5 )..................
Refundable income taxes..............................
Other.............................................................

million prior to February 1 5 ,1990, any net proceeds over that
amount, adjusted for certain defined items, will be divided
equally between Barris/GIANT and the Company.

$

Unbilled Costs
7,664

77,524
29,448
52,905
19,752
18,625

91,753
36,810
0
0
21,679

206,522

157,906

NOTES TO FINANCIAL STATEMENTS
5
(In Part): Common Stock, Additional Paid-In Capital and
Treasury Stock

In December, 1988, the Company purchased from Barris
Industries, Inc. and GIANT GROUP LTD. (Barris/GIANT) and
retired 2,801,800 shares of its Class A common stock with an
estimated fair market value of $100 million.
The Company paid $44 million cash, which it borrowed
under its revolving credit loan agreements, and agreed to
transfer to Barris/GIANT the operations and assets of its
Pomona newsprint mill and related recycling centers (Pomo
na), which were valued at $56 million. If Barris/GIANT agrees
to sell the Pomona operation for a price in excess of $56

CBI INDUSTRIES, INC. (DEC)
1988

1987

($000)

Current assets
Cash.............................................................. $ 12,617 $ 4,437
Temporary cash investments, at cost which
approximates market................................
42,032
80,229
Accounts receivable less allowances of
$11,600 in 1988 and $10,300 in 1987........
215,759 181,587
Contracts in progress with earned revenues
exceeding related progress billings (Note

1)
Earned revenues..........................................
457,949 280,442
Progress billings.......................................
(390,834) (220,210)
67,115

60,232

Inventories
Raw material and supplies.......................
Work in process.......................................
Finished goods.........................................

21,998
4,655
23,967

18,550
4,744
23,893

Other current assets......................................

50,620
42,423

47,187
32,618

Total current assets..........................................

430,566

406,290
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies
Revenue recognition. Revenues from Contracting Services
are recognized on the percentage of completion method.
Earned revenue is based on the percentage that incurred
costs to date bear to total estimated costs after giving effect to
the most recent estimates of total cost. The cumulative impact
of revisions in total cost estimates during the progress of work
is reflected in the year in which these changes become known.
Earned revenue reflects the original contract price adjusted for
agreed upon claim and change order revenue, if any. Losses
expected to be incurred on jobs in process, after consideration
of estimated minimum recoveries from claims and change
orders, are charged to income as soon as such losses are
known. Progress billings in accounts receivable are currently
due and exclude retentions until such amounts are due in
accordance with contract terms.

Revenues and related costs are recognized by Industrial
Gases and Investm ents subsidiaries when products are
shipped or services are rendered to the customer.

EMERSON ELECTRIC CO. (SEP)
1988

GENERAL SIGNAL CORPORATION (DEC)
1987

1988
($000)
Current assets:
Cash, including cash equivalents— 1988,
$57,787; 1987, $66,851...............................
Short-term investments at cost, which approxi
mates market................................................
Accounts receivable, less allowance— 1988,
$13,343; 1987, $9,962 ................................
Contracts in progress (note 4 ) ..........................
Inventories.........................................................
Prepaid expenses...............................................
Total current assets.......................................

$ 81,352

$ 82,929

27,162

13,060

360,574
38,260
372,823
11,799

330,816
49,951
343,064
47,928

891,970

867,748

NOTES TO FINANCIAL STATEMENTS
4. Contracts in Progress
Contracts in progress represent revenue recognized on a
percentage-of-completion basis in excess of the related prog
ress billings that totaled $271,081,000 at December 3 1 , 1988,
and $466,180,000 at December 31, 1987. Substantially all
contracts in progress at year-end are billed during the subse
quent year. Progress billings in excess of revenues recog
nized are not significant.

1987

($ in millions)
Current assets
Cash and equivalents......................................
Short-term investments, at cost, which
approximates market..................................
Receivables, less allowances of $22.4 in 1988
and $20.0 in 1987.....................................
Costs and estimated earnings on long-term
contracts, less progress billings of $73.1
in 1988 and $101.6 in 1987......................
Inventories:
Finished products.......................................
Raw materials and work in process............

$

98.4

127.7

9.6

2.6

PHILIPS INDUSTRIES INC. (MAR)
1988

1987

($000)

1,057.0

999.5

105.0

92.4

452.7
881.9

432.6
825.2

Total inventories.........................................
Other current assets.......................................

1,334.6
158.9

1,257.8
175.4

Total current assets........................................

2,763.5

2,655.4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Long-Term Contracts
Income on long-term contracts, principally government and
defense contracts, is recognized on the percentage-ofcompietion or unit-of-delivery basis. Concerning contracts for
which the percentage-of-completion method is used, costs
and estimated earnings in excess of progress billings are
shown as a current asset. Unbilled costs on unit-of-delivery
contracts are included in inventory. Payments received in
excess of costs incurred on long-term contracts are shown as
a current liability.

Current Assets
Cash and short-term cash investments.........
Accounts receivable;
Trade, less allowance for doubtful
accounts of $1,378 in 1988 and
$1,795 in 1987 ....................................
Other.........................................................
Contracts in progress....................................
Inventories....................................................
Deferred income taxes...................................
Prepaid expenses...........................................
Current assets...............................................

$17,102

$ 4,596

95,345
4,029
2,007
62,036
608
1,119

78,455
4,542
—
70,231
966
1,271

182,246 160,061

NOTES TO FINANCIAL STATEMENTS

(Dollars in Thousands)
Contracts in Progress
Contracts in progress consist of the following:
1988
Costs incurred and income recognized..................................
Less progress billings...........................................................

$26,874
24,867

Costs incurred and income recognized in excess of bill
ings on uncompleted contracts.....................................

$ 2,007
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Deferred Tax

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

THE STANDARD REGISTER COMPANY (DEC)

Note 1 (In Part): Summary o f Significant Accounting Poli
cies
1987

1988
($000)
Current Assets
Cash..............................................................
Temporary cash investments, at cost which
approximates market................................
Accounts receivable, less allowance for loss
es of $4,843 and $5,617, respectively.....
Inventories....................................................
Deferred federal income tax (Note 7 ) ............
Prepaid expense............................................
Total current assets.......................................

$

$

1,335

6,867

60,441

55,823

143,959
4,062
1,408

142,197
80,266
4,303
1,262

$299,206

$290,718

88,001

Broadcast Rights
Broadcast rights consist principally of rights to broadcast
feature film s, sports and syndicated programs, and are stated
at the lower of cost or estimated net realizable value. The total
cost of these rights is recorded as an asset and a liability when
the program becomes available for broadcast. Broadcast
rights which have limited showings are generally amortized
using an accelerated method as programs are aired. Those
with unlimited showings are amortized on a straight-line basis
over the contract period. The current portion of broadcast
rights represents those rights which w ill be amortized in the
succeeding year.

Note 7 (In Part): Income Taxes

Since 1964, the Company has used accelerated methods of
depreciation for tax purposes while employing the straight-line
method for financial reporting purposes. Consequently, the
federal income tax on the aggregate difference between these
depreciation methods has been recognized as a deferred tax
liability of $17,523,000 at January 1 , 1989 and $15,397,000 at
January 3, 1988. Deferred federal income tax arising from
timing differences in accounting for a variety of other items has
been recorded as a current asset.

Advances

STEEL TECHNOLOGIES INC. (SEP)
1987

1988
Current Assets:
Cash and cash equivalents.................
Trade accounts receivable, less allow
ance for doubtful accounts: 1988,
$258,000; 1987, $178,000 ..........
Inventories........................................
Advances to corporate joint venture...
Prepaid expenses...............................
Total current assets...........................

$

433,027

$

714,279

15,627,096
23,014,723
1,419,217
161,526

11,295,113
11,303,328

40,655,589

23,419,532

—

106,812

Broadcast Rights

Restricted Cash

DYNAMICS CORPORATION OF AMERICA (DEC)
1987

1988
($000)
Current Assets:
Cash and cash equivalents..................................
Marketable securities, at lower of cost or market
(cost $18,984 and $19,892)..........................
Accounts receivable, less allowances of $795
and $784 ........................................................
Inventories..........................................................
Other current assets— Note 2 ..............................
Deferred income taxes........................................
Total Current Assets.......................................

$ 7,234

$ 3,775

18,670

17,265

21,763
27,890
11,559
326

18,336
23,372
11,928
976

87,442

75,652

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 2 (In Part): M arketable Securities and Other Current
Assets
O ther C urrent Assets included $7,662,000 (1988) and
$7,809,000 (1987) of restricted cash held as collateral to cover
short sales obligations in the amount of $7,718,000 (1988)
and $7,286,000 (1987), which obligations are included in
Accrued Expenses and Sundry Liabilities. The short sales are
intended to lim it risk on a portion of the current marketable
securities portfolio.

TRIBUNE COMPANY (DEC)
1988

1987

($000)

Current assets
Cash and short-term investments.................. ...
Accounts receivable (less allowances of
$20,668 and $20,670).............................. ...
Inventories.....................................................
Broadcast rig hts............................................
Prepaid expenses and other...........................

$ 15,102

$ 34,731

311,766
100,980
163,988
54,145

300,642
81,856
155,416
44,330

Total current assets....................................... ...

645,981

616,975

Sale/Leaseback Costs

WAL-MART STORES, INC. (JAN)
1988

1989
($000)
Current assets;
Cash and cash equivalents......................
Receivables.............................................
Recoverable costs from sale/leaseback....
Inventories...............................................
Prepaid expenses....................................
Total Current Assets.................................

$

12,553
126,638
114,653
3,351,367
25,776
3,630,987

$

11,325
95,928
126,917
2,651,760
19,215
2,905,145
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
R ecoverable costs from sale/leaseback— All costs of ac
quisition and construction of properties for which the Com 
pany has a com m itm ent for sale/ieaseb ack are accum ulated
in current assets until properties are sold.

PROPERTY, PLANT, AND EQUIPMENT
Paragraph 5 o f A P B Opinion No. 12, Section D 40 of FASB
Accounting Standards-Current Text, states;

TABLE 2-12: LAND CAPTIONS

Land....................................
Land and improvements........
Land and buildings................
Land combined with other
identified assets................
No caption with term land....
Line of business classifica
tion...................................
Total Companies.............

1988
375
120
34

1987
385
117
29

1988
393
111
29

1985
395
112
29

13
22
564

13
19
563

16
14
563

12
16
564

36
600

37
600

37
600

36
600

Because of th e significant effects on financial position
and results of operations of th e depreciation m ethod or
m ethods used, th e following disclosures should be m ade
in the financial statem ents o r in notes thereto:
a.

D epreciation expense for the period,

b.

B alances o f m ajor classes of depreciable assets,
by nature or function, at the balance-sheet d ate,

c.

Accum ulated depreciation, eith er by m ajor classes
of depreciable assets or in total, at the balance
sheet date, and

d.

A general description of the m ethod or m ethods
used In com puting depreciation with respect to m a
jo r classes of depreciable assets.

T ab les 2 -1 2 and 2 -1 3 show the assets classified as Proper
ty, Plant, and Equipm ent by the survey com panies. Exam ples
of Property, Plant, and Equipm ent disclosures follow.
T ab le 2 -1 4 sum m arizes the descriptive captions used to
describe the accum ulated allow ance for depreciation.

ing balance m ethods over the estim ated useful lives of the
assets.

ELCOR CORPORATION (JUN)

Total current assets....................................... ...
Property, Plant and Equipment, At Cost
Land..........................................................
Buildings....................................................
Machinery and equipment.........................
Construction in progress...........................
Less—Accumulated depreciation.............. ...
Property, plant and equipment, net..........

1987
1988
($000)
$40,171
$36,861
2,807
12,223
59,679
10,354
85,063
(42,378)
42,685

2,462
11,588
55,400
1,557
71,007
(37,423)
33,584

Classified By Nature Of Property
S U M M A R Y O F S IG N IF IC A N T A C C O U N T IN G P O L I
C IES

APPLE COMPUTER, INC. (SEP)
1988

1987
($000)

Total current assets......................................
$1,782,994 $1,307,425
Property, plant, and equipment:
Land and buildings.........................................
62,104 47,599
Machinery and equipment..............................
186,238 132,055
Office furniture and equipment.......................
76,693 49,111
Leasehold improvements................................
95,307 60,365
420,342 289,130
Accumulated depreciation and amortiza
tion ...........................................................
(212,985)(158,696)
Net property, plant, and equipment........
207,357
130,434
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Sum m ary o f Accounting Policies (In Part)
Property, Plant, and Equipm ent
Property, plant, and equipm ent Is stated at cost. D eprecia
tion and am ortization is com puted principally by use of declin

Property, Plant a n d Equipm ent
Property, plant and equipm ent are stated a t cost. M ajor
renew als and im provem ents a re capitalized, w hile m ainte
nance and repairs are expensed w hen incurred. Depreciation
is com puted o ver the estim ated useful lives of depreciable
assets using th e straight-line m ethod. T h e cost and accum u
lated depreciation for property, plant and equipm ent sold,
re tire d , o r o th erw ise disposed of a re relieved from th e
accounts, and resulting gains or losses are reflected In in
com e. Preoperating and start-up costs incurred in connection
with the construction of m ajor new m anufacturing facilities are
capitalized as part of the cost of such facilities until they
becom e operational. T h ese costs are then am ortized over a
five-year period.
Interest is capitalized in connection with the construction of
m ajor facilities. T he capitalized interest is recorded as part of
th e asset to which it relates and is am ortized over th e asset's
estim ated useful life . In 1 9 8 8 and 1 9 8 7 , $ 3 5 3 ,0 0 0 and
$4 5,0 0 0 of interest cost w as capitalized, respectively. No
interest w as capitalized in 1986.
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Property

FLEETWOOD ENTERPRISES, INC. (APR)
TABLE 2-13: DEPRECIABLE ASSET CAPTIONS
1988

1988

1987

1986

1985

255
203

265

202

270
204

270
199

67

63

64

64

other identified assets.......
No caption with term build

8

11

6

8

ings ..................................

28
561

22

18
562

15
556

Buildings

Buildings...............................
Buildings and improvements.
Buildings and land or equip
ment ................................

Total current assets...........................................
Investments In and Advances to Unconsolidated
Subsidiaries..................................................
Property, Plant and Equipment..........................

Buildings combined with

563

Line of business classifica
tion...................................

39

37

38

44

Total Companies.............

600

800

600

600

Other Depre c iable Asset
Captions

Machinery and/or equipment.
Machinery and/or equipment
combined with other
assets...............................

Construction in progress.......
Leasehold improvements.......
Leased assets.......................
Automobiles, marine equip
ment, etc..........................
Furniture, fixtures, etc..........
Assets leased to others........

447

448

440

86
72

90
240
105
99

72
40
18

74
44
17

76
47
19

101

102

62
80
40
19

50,897
103,001

38,298
89,979

$513,975

$483,205

1 (In Part): Summary O f Significant Accounting Policies
d. Depreciation: Depreciation is provided using straight-line
or accelerated methods based on the following estimated
useful lives:

Property, Plant and Equipment

Property, plant and equipment is stated at cost and consists
of the following:
Amounts in thousands

1988

Land..................................................................
Buildings and improvements..............................
Machinery and equipment..................................
Idle facilities, net of accumulated depreciation...
Less accumulated depreciation..........................

$

7,360
94,875
46,048
12,197
160,480
(57,479)

$103,001

1988

1987

1986

1985

301

309

309

301

162

162

167

161

39

31

33

37

23
34

27
33

23
30

20

19

18

20

25
26

600

600

Other captions......................

22

23
15

Total Companies.............

600

600

1987
$

6,077
83,341
41,658
10,064

141,140
(51,161)
$ 89,979

Idle facilities include closed plants and certain other prop
erties which are not in current use by the Company and are not
being depreciated. There were 13 idle plant facilities at the end
of 1988 and 12 in 1987. The Company has no immediate plans
to reopen any of these facilities and most are being offered for
sale.

TABLE 2-14: ACCUMULATED DEPRECIATION

Accumulated depreciation.....
Accumulated depreciation
and amortization..............
Accumulated depreciation,
amortization and depletion
Accumulated depreciation
and depletion...................
Allowance for depreciation....
Allowance for depreciation
and amortization..............

10-30 years
3-10 years

443

96
256
104
85

259

$353,928

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

4.
91
255

$360,077

Buildings and improvements...............................................
Machinery and equipment..................................................

Number of Companies

1987

($000)

The carrying value of idle facilities was $12,197,000 at April
2 4 , 1988 and $10,064,000 at April 2 6 , 1987, net of accumu
lated depreciation of $4,274,000 and $3,147,000, respective
ly. In the opinion of management, the carrying values of idle
facilities are not in excess of net realizable value.

JLG INDUSTRIES, INC. (JUL)

30

1988

1987

Total Current Assets...............................

$45,622,294

$31,499,176

Property, Plant and Equipment
Land and improvements.........................
Buildings and improvements..................
Machinery and equipment......................
Equipment held for re n t.........................

1,311,306
8,785,066
10,113,037
1,948,876

1,229,633
8,359,725
9,525,780
2,938,369

22,158,285

22,053,507

11,918,311

11,363,604

10,239,974

10,689,903

Less allowances for depreciation and
amortization.......................................
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (In Part)
Property, Plant and Equipment; Property, plant and equip
ment Is stated at cost, and depreciation and amortization are
computed by the straight-line method. The lease rights to
equipment acquired under noncancellable capital leases are
recorded at the present value of future lease payments as of
the inception of the lease. United Kingdom regional develop
ment grants relating to plant and equipment additions are
deferred and amortized over the life of the related assets as a
reduction of depreciation expense. Included in deferred cred
its at July 31, 1988 and 1987 are grants of $485,000 and
$506,000, respectively, to be amortized over future periods.

d. Property, Plant, and Equipment
Depreciation expense is provided prim arily on the straightline method over the estimated useful lives of the assets.
Expenditures for maintenance, repairs, and minor replace
ments are charged to operations, and expenditures for major
replacements and betterments are added to the property,
plant, and equipment accounts. The cost and accum ulated
depreciation of property, plant, and equipment retired or sold
are eliminated from the property accounts at the time of retire
ment or sale and the resulting gain or loss Is recorded in
income.
A comparative summary of property, plant, and equipment
follows;

1988

1987

$6,695,673

$5,909,520

Equipment, fixtures and improvements, at
cost (Note 1)
Machinery and equipment.......................
Electrical test equipment..........................
Furniture, fixtures and office equipment..
Leasehold improvements.........................
Motor vehicle s ........................................

1 (In Part): Summary o f Accounting Policies

3. Property, Plant, and Equipment

KEVLIN MICROWAVE CORPORATION (MAY)

Total current assets......................................

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

1987

1988

1986

(in thousands)
1,498,247
1,164,449
605,532
255,937
73,050

1,516,135
1,131,079
532,677
231,507
73,050

3,597,215

3,484,448

Less— Accumulated depreciation and
amortization...... .................................

2,428,679

2,096,333

Net equipment, fixtures and improve
ments .................................................

1,168,536

1,388,115

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Equipment, Fixtures and Improvements. Major additions
and improvements are charged to the property accounts while
maintenance and repairs are expensed in the year incurred.
The Company provides for depreciation and amortization
on the straight-line method by annual charges to income
calculated to allocate the cost of the assets over their esti
mated useful lives as follows:
Assets

Life in Years

Machinery and equipment.................................................
Electrical test equipment....................................................
Furniture, fixtures, and office equipment...........................
Leasehold improvements..................................................
Motor vehicles...................................................................

10
5
5,10
5
4

Land and improvements................
Buildings and improvements.........
Machinery and equipment.............
Leasehold improvements..............
Construction in progress..............
Less accumulated depreciation.....
Depreciation expense for the year..

$

6,306
56,868
108,728
8,993
544

$

6,005
49,653
92,795
4,574
7,964

$

6,173
49,123
129,602
2,989
3,841

181,439
93,000

160,991
75,463

191,728
79,522

$ 88,439

$ 85,528

$112,206

$ 15,169

$ 15,196

$ 14,750

For each classification of property, plant, and equipment,
depreciable life is as follows;

Buildings and improvements........................................
Machinery and equipment............................................
Leasehold improvements.............................................

Depreciable Life
5 to 45 years
3 to 20 years
4 to 15 years

POTLATCH CORPORATION (DEC)
1988

1987

($ 000)

Total current assets...................................... $ 344,935 $ 279,370
Land, other than timberlands......................
7,854
7,899
Plant and equipment, at cost less accumu
lated depreciation of $596,006 ($544,119
in 1987) (Note 3 )....................................
792,528
752,129
Timber, timberlands and related logging
facilities, net (Note 4 )..............................
250,225
245,958
Other assets.......................................................
22,199
21,235
$1,417,741 $1,306,591

MEREDITH CORPORATION (JUN)
SUMMARY OF PRINCIPAL ACCOUNTING POLICIES
1988

1987

($000)

Total Current Assets...........................................
Property, Plant and Equipment (at cost) (Note
3 )..................................................................
Less accumulated depreciation......................
Net Property, Plant, and Equipment..................

$175,779
181,439
(93,000)
88,439

$219,791
160,991
(75,463)
85,528

Properties

Property, plant and equipment are stated at cost less
accumulated depreciation. Depreciation of buildings, equip
ment and other depreciable assets is determined by using the
straight-line method on estimated useful lives. Estimated use
ful lives of principal items of plant and equipment range from 2
to 40 years.

137

Property

Timber, tim berlands and related logging facilities are stated
at cost net of the cost of fee tim ber harvested and depreciation
or amortization. Logging roads and related facilities are amor
tized over their useful lives or as related tim ber is removed.
Cost of fee tim ber harvested is determined annually on the
basis of tim ber removals at rates based on the estimated
existing volumes of recoverable timber.
M ajor improvements and replacements of property are
capitalized. Maintenance, repairs, and minor improvements
and replacements are expensed. Amounts expensed in 1988,
1987 and 1986 were $100.7 m illion, $89.3 million and $82.1
million, respectively. Upon retirem ent or other disposition of
property, applicable cost and accumulated depreciation or
amortization are removed from the accounts. Any gains or
losses are included in earnings.

AMERICAN PETROFINA, INCORPORATED (DEC)
1988

1987

($ 000)

Total current assets.................................
Investments in and advances to affiliates ....
Net property, plant and equipment, at cost,
based on successful efforts method (note
3).....................................................

$ 642,429
38,643

$ 699,879
47,083

1,603,912

1,025,771

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

NOTES TO FINANCIAL STATEMENTS
3. Plant and Equipm ent
(Dollars in thousands)

Land improvements.................................
Buildings and structures..........................
Machinery and equipment........................
Other....................................................
Construction in progress..........................

Functional Classification

(f) Property, Plant and Equipment

1988
43,411
236,697
996,431
36,222
75,773
$1,388,534

$

1987
42,449
218,951
914,027
30,815
90,006
$1,296,248

$

Depreciation charged against income amounted to $66.6
million in 1988 ($58.9 million in 1987 and $57.2 million in
1986).
At December3 1 ,1988, authorized but unexpended approp
riations for capital expenditures were $163.3 million, of which
$110.1 million represents remaining costs for the off-machine
coater at Cloquet, Minn.; coater de-bottlenecking at Brainerd,
M inn.; the caustic plant m odernization, m ulti-ply form ing
equipment and new turbine generator at Lewiston, Idaho; and
the Oxboard plant expansion at Bemidji, Minn.
4. Timber, Timberlands and Related Logging Facilities

The Company accounts for oil and gas properties in accor
dance with Statement of Financial Accounting Standards No.
19. Costs to acquire mineral interests in oil and gas properties,
to drill exploratory wells which find proved reserves and to drill
and equip development wells are capitalized and geological
and geophysical costs and costs to drill exploratory wells
which do not find proved reserves are expensed.
Unproved oil and gas properties which are individually signi
ficant are periodically assessed for impairment of value and a
loss is recognized at the tim e of impairment by providing an
impairment allowance. The remaining unproved oil and gas
properties are aggregated and an overall impairment allow
ance is provided based on the Company’s prior experience.
Capitalized costs of proved oil and gas properties are depreci
ated and depleted by the unit-of-production method based on
proved oil and gas reserves as estimated by the Company’s
engineers.
Substantially all other property, plant and equipment is de
preciated by the straight-line method at rates based on the
estimated useful lives of the classes of property. Depreciation
rates used are as follows:

(Dollars in thousands)

Timber and timberlands................................
Related logging facilities................................

1988
$234,006
16,219
$250,225

1987
$230,178
15,780
$245,958

Timber, tim berlands and related logging facilities are stated
at cost less cost of fee tim ber harvested and amortization.
Cost of fee tim ber harvested amounted to $4.2 million in 1988
($4.2 million in 1987 and $4.4 million in 1986). Amortization of
logging roads and related facilities amounted to $.9 million in
1988 ($.6 m illion in 1987 and $1.2 million in 1986).

Refining and marketing facilities..............................
Petrochemical facilities............................................
Pipelines..............................................................
Other....................................................................

5% to
6⅔% to
4% to
6⅔% to

33⅓%
33⅓%
18¾%
33⅓%

The Company capitalizes interest as a component of the
cost of construction and development projects in progress.
Repairs and maintenance are charged to earnings as in
curred. Renewals and betterments are capitalized. When
assets are sold, retired or otherwise disposed of, the applic
able costs and reserves are removed from the accounts and
the resulting gain or loss is recognized.
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and amortization; any salvage or other recovery therefrom is
credited to accumulated depreciation, depletion and amortiza
tion. Maintenance and repairs are charged to operations;
replacements and betterments are capitalized.

(3) Property, Plant a n d Equipm ent
A sum m a ry o f p ro p e rty , p la n t and e q u ip m e n t fo llo w s :
December 31
1987

1988
Proved oil and gas properties......................
Unproved oil and gas properties..................
Refining and marketing facilities..................
Petrochemical facilities................................
Marine transportation...................................
Pipelines......................................................
Othe r............................................................

(in thousands)
$ 975,894
720,281
38,326
265,020
811,529
870,081
152,758
182,696
105,495
105,962
33,009
43,197
29,304
48,932
2,491,782

Less accumulated depreciation, depletion.
amortization and lease impairment..........

1,890,702

887,870

864,931

$1,603,912

1,025,771

Property, plant and equipment includes capitalized lease
obligations of $115,638,000 and $113,625,000 and related
accumulated depreciation of $109,868,000 and $108,120,000
at December 3 1 , 1988 and 1987, respectively.
In 1988, the Company charged approximately $31,000,000
of marginal proved oil and gas properties to abandonment
expense and recorded approximately $54,000,000 of addi
tional depreciation, depletion and amortization to reduce the
carrying values of equipment at the Port Arthur refinery, which
will be replaced; two petrochemical plants, which will be
closed; and proved oil and gas properties and certain other
assets held for sale to estimated recoverable values.

E. I. DU PONT DE NEMOURS AND COMPANY
(DEC)

Oil a n d G as Properties

The company’s exploration and production activities are
accounted for under the successful efforts method. Costs of
acquiring unproved properties are capitalized, and impair
ment of those properties, which are individually Insignificant, is
provided for by amortizing the cost thereof based on past
experience and the estimated holding period. Geological,
geophysical and delay rental costs are expensed as incurred.
Costs of exploratory dry holes are expensed as the wells are
determined to be dry. Co s ts of productive properties, produc
tion and support equipment, and develoment costs are capi
talized and amortized on a unit-of-production basis.
Coal Properties

Costs of undeveloped properties and development costs
applicable to the opening of new coal mines are capitalized
and amortized on a unit-of-production basis. Costs of addition
al mine facilities required to maintain production after a mine
reaches the production stage, generally referred to as “reced
ing face costs,” are expensed as incurred; however, costs of
additional air shafts and new portals are capitalized and amor
tized.
N O TES TO FIN A N C IA L STA TEM EN TS

Dollars In millions, except per share.
Note 11. Property, Plant a n d Equipm ent
December 31

1987

1988
($ millions)
Total Current Assets...........................................

$10,238

$ 9,953

Property, Plant and Equipment (Note 1 1 ).........
Less: Accumulated Depreciation, Depletion and
Amortization...................................................

36,879

33,400

19,658

17,546

17,221

15,854

1988

$36,879
S U M M A R Y O F S IG N IF IC A N T A C C O U N T IN G P O L I
CIES
Property, Plant a n d Equipm ent

Property, plant and equipment (PP&E) is carried at cost,
and, except for petroleum and coal PP&E, is generally classi
fied in depreciable groups and depreciated by an accelerated
method that produces results similar to the sum-of-the-years’
digits method. Depreciation rates range from 4 percent to 12
percent per annum on direct manufacturing facilities and from
2 percent to 10 percent per annum on other facilities; in some
instances appropriately higher or lower rates are used.
Petroleum and coal PP&E, other than that described below,
is depreciated on the straight-line method at various rates
calculated to extinguish carrying values over estimated useful
lives.
Generally, the gross carrying value of PP&E (including pet
roleum and coal) surrendered, retired, sold, or otherwise dis
posed of is charged to accumulated depreciation, depletion

1987

Agricultural and Industrial Chemicals.................
$ 4,720
$ 4,198
Biomedical Products................................................
1,149
1,051
Coal.........................................................................
3,006
2,911
Fibers.................................................................
7,505
6,805
industrial and Consumer Products.....................
2,462
2,401
Petroleum Exploration and Production..............
9,405
8,277
Petroleum Refining, Marketing and Transporta
tion ................................................................
2,863
2,509
Polymer Products...............................................
4,457
4,059
Corporate................................................................
1,312
1,189
$33,400

Property, Plant and Equipment includes gross assets ac
quired under capital leases of $144 and $157 at December 31,
1988 and 1987; related amounts included in accumulated
depreciation, depletion and amortization were $89 and $79 at
December 31, 1988 and 1987.
Maintenance and repairs expense was $1,569 in 1988,
$1,484 in 1987 and $1,440 in 1986.
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INVESTMENTS

TABLE 2-15: INVESTMENTS—VALUATION BASES

APB Opinion No. 18, Section I82 of FASB Accounting
Standards— Current Text, stipulates that the equity method
should be used to account for investments in corporate joint
ventures and m inority owned companies when an investor
has “the ability to exercise significant influence over operating
and financial policies of an investee even though the investor
holds 50% or less of the voting stock.” Opinion No. 18 consid
ers an investor to have the ability to exercise significant influ
ence when it owns 20% or more of the voting stock of an
investee. Opinion No. 18 also sets forth procedures to be
followed and disclosures to be made by an investor in applying
the equity method. FASB Interpretation No. 35 was issued to
clarify the criteria for applying the equity method of accounting
to minority owned companies.

In addition to investm ents accounted for by the equity
method many of the survey companies disclosed investments
in marketable equity securities and bonds. As mentioned in
the Section on “ Marketable Securities in Current Assets,”
Statement o f Financial Accounting Standards No. 12 stipu
lates that marketable equity securities, whether presented as
a current or noncurrent asset, should be carried at lower of
aggregate cost or market value.
Examples of investment presentations and disclosures fol
low.

Equity Method
CABOT CORPORATION (DEC)

Number of Companies
Equity...................................
Cost ....................................
Cost less allowances for
losses...............................
Lower of cost or market.......

1988

1987

1986

1985

267

102

308
93

316
118

336
125

14
24

9
24

8

11

19

27

tions and financial position of the Company’s equity-basis
affiliates are summarized below for the year ended September
30, 1988:
Dollars in thousands
Condensed Income Statement Information
Net sales................................................................................
Gross m argin........................................................................
Net income............................................................................
Equity in net income of affiliated companies..........................
Condensed Balance Sheet Information
Current assets.......................................................................
Non-current assets................................................................
Current liabilities....................................................................
Non-current liabilities.............................................................
Net worth...............................................................................

$222,264
55,309
8,942
5,678
$116,778
231,148
107,185
63,336
177,405

Consolidated Balance Sheets
1988

1987

($000)

Total current assets...........................................

$548,221

$560,622

Investments (principally foreign):
At underlying equity (Note E ).......................
At cost..........................................................

80,757
5,051

33,937
6,625

Total investments.........................................

85,808

40,562

Consolidated Statements o f Income
1988
Income before income taxes.......
Provision for income taxes.........
Equity in net income of affiliated
companies (Note E)................
Income before extraordinary
charge....................................

$106,826
(51,329)
5,678
61,175

1987

1986

$69,170
(31,818)

$125,368
(55,789)

1,883

3,482

39,235

73,061

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
E. Investments
Investments in net assets of affiliate companies accounted
for under the equity method amounted to $80,757,000 and
$33,937,000 at September 3 0 , 1988 and 1987, respectively.
The increase was prim arily due to the acquisition of a 40
percent interest in a Mexican carbon black company and
reclassification of short-term advances to a pipeline company.
Guarantees by the Company of affiliates’ debt at September
3 0 , 1988 totalled $9,627,000. The combined results of opera-

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION (JUN)
Consolidated Balance Sheet
1988

1987

(In millions)
Current assets
Cash and short-term investments.......................
Receivables.........................................................
Inventories..........................................................
Prepaid expenses................................................
Investment in IMC Fertilizer................................

$214.7
200.1
188.6
9.8
214.3

$95.5
237.5
321.2
11.3

827.5
266.2

665.5

Investment in IMC Fertilizer....................................

Consolidated Statement of Operations

Operating earnings (loss).......................
Equity in earnings of IMC Fertilizer........
Loss on IMC Fertilizer IPO.....................
Interest and other nonoperating income,
net.....................................................
Interest charges.....................................
Earnings (losses) from continuing op
erations before income taxes.............

1988

1987

1986

$201.5
26.2
(11.9)

$110.7

$(108.0)

15.5
(63.0)

5.8
(85.5)

5.5
(63.4)

168.3

31.0

(165.9)
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Dollars in millions except per share amounts)

Summarized 1988 financial information of IMC Fertilizer
was as follows:

Accounting Policies (In Part):

Principles of Consolidation
Financial statements of all significant subsidiaries are con
solidated. On February 2, 1988, IMC Fertilizer Group, Inc.
(IMC Fertilizer), the Company’s wholly owned subsidiary,
completed an initial public offering (IPO) of shares of common
stock. Prior to the IPO, the accounts of IMC Fertilizer were
consolidated in the Company’s financial statements. After the
IPO, the Company owned less than a majority voting interest
in IMC Fertilizer. Accordingly, IMC Fertilizer’s accounts are no
longer consolidated, and the Company’s investment in IMC
Fertilizer has been accounted for by the equity method. Invest
ments in other partially owned companies and joint ventures in
which ownership ranges from 20 to 50 percent are generally
accounted for by the equity method.
Investment in IM C Fertilizer
At June 3 0 ,1988, the Company’s investment in IMC Fertiliz
er included $214.3 m illion of common equity, $200.0 million of
Exchangeable Preferred Stock, Series A, a $51.9 million di
vidend receivable and the preferred stock’s $14.3 million
share of 1988 earnings. At June 3 0 , 1988, the market value of
the IMC Fertilizer common shares owned by the Company
was $393.8 million based on the closing stock price of IMC
Fertilizer.

In July 1988, IMC Fertilizer issued an additional five million
common shares in a public stock offering. The proceeds of this
offering plus internally generated funds are expected to be
used by IMC Fertilizer to redeem its Exchangeable Preferred
Stock, Series A, held by the Company. Accordingly, the Com
pany’s investment in IMC Fertilizer’s preferred stock and the
preferred stock’s share of 1988 earnings were included in
current assets at June 3 0 , 1988. The latter sale of common
shares decreased the Company’s common equity interest in
IMC Fertilizer from 47 percent to 38 percent. As a result of
these transactions, the Company w ill record a gain of approx
imately $19 million, net of income taxes, in 1989.
The Company’s common and preferred equity interest in
IMC Fertilizer’s results of operations subsequent to the IPO
has been reported as one amount in the Consolidated State
ment of Operations. The preferred stock’s share of 1988 earn
ings was accrued at 40 percent of the amount by which net
earnings for the six months ended June 3 0 , 1988, exceeded
$20 million. Common equity for the period subsequent to the
IPO was calculated at 47 percent of net earnings after deduct
ing the preferred stock’s share of 1988 earnings. Common
dividends received from IMC Fertilizer subsequent to the IPO
were $3.7 million.
The Company’s principal transactions with IMC Fertilizer
after the IPO were purchases of certain materials and prod
ucts and plant management services. Such purchases and
charges for services totaled $36.4 million. Additionally, the
Company provides certain adm inistrative services based on a
contract between the companies and the charges for those
services approximated the Company’s cost for the services.
Such charges after the IPO were $3.1 million.
At June 30, 1988, the Company had a payable to IMC
Fertilizer of $3.7 million included in accounts payable in the
Consolidated Balance Sheet.

Net sales...............................................
Costs and expenses, including provisions
for income taxes.................................
Net earnings..........................................

Subsequent
to IPO
$512.3

Year ended
June 30
$1,085.6

472.7
$ 39.6

973.9
$ 111.7
At June 30
$ 376.9
1,095.2
$1,472.1
$ 231.4
564.6
676.1
$1,472.1

Current assets.......................................
Noncurrent assets...................................
Total assets...........................................
Current liabilities....................................
Noncurrent liabilities................................
Shareholders’ equity...............................
Total liabilities and shareholders’ equity......

W.R. GRACE & CO. (DEC)
Consolidated Balance Sheet

Total Current Assets.....................................
Net long-term assets of discontinued fertilizer
operations..............................................
Investments in and advances to affiliated com
panies....................................................
Properties and equipment, net.......................
Other assets...............................................
Goodwill, less accumulated amortization of
$31.0 (1987-$24.5)...............................

December 31,
1988
1987
($ millions)
$2,013.9 $1,722.7
29.3

184.8

140.5
2,028.3
883.2

197.1
1,701.0
555.9

215.1
$5,310.3

112.1
$4,473.6

1988
$5,786.1

1987
$4,514.4

1986
$3,725.7

23.0

20.4

10.0

71.3
5,880.4

58.5
4,594.3

61.9
3,797.6

Consolidated Statement of Income

Sales and revenues....................
Equity in earnings of affiliated
companies............................
Dividends, interest and other in
come ...................................

NOTES TO FINANCIAL STATEMENTS

$ millions
Note 6— Investments in and Advances to A ffiliated Com
panies
Included in Grace’s continuing operations at December 31,
1988 are equity interests of 50% or less in companies en
gaged in coal mining, on-site hazardous waste remediation
services (see below) and providing health care products. On
January 5 , 1988 Grace acquired additional shares of National
Medical Care, Inc. (“ NMC” ) common stock, increasing its
common equity interest from 49.9% to 82.8%. Therefore, for
1988 NMC is reported on a consolidated basis and is no longer
reflected in investments in and advances to affiliated com-

141

Investm ents

parties. During 1988, G race purchased, for approxim ately
$36, a 33% interest in C anonie Environm ental Services Corp.,
a com pany specializing in on-site hazardous w aste rem edia
tion services.
A sum m ary of financial inform ation of affiliated com panies
(100% basis) included in continuing operations is set forth
below:

1987

1988
Current assets.....................
Noncurrent assets..............
Total assets.....................
Currrent liabilities................
Noncurrent liabilities...........
Total liabilities.................
Net assets............................
Grace investments and
advances.....................

1988

$399.0
693.2

$272.3
351.1

1987

(In Thousands)

$1,092.2

Current assets....................................................
Property and other assets..................................

335.5
$287.9

776.9
$ 315.3

$140.5

$ 197.1

Current liabilities................................................
$ 1,088
$ 1,729
Senior debt........................................................
13,000
13,000
Liability to Lynch Corporation.................................
7,416
7,273
Other liabilities...................................................
1,058
259
Partners capital deficiency..................................
(4,898)
(1,740)

$623.4
$279.8
497.1

$177.3
158.2

Net sales.............................
Net income...........................
Grace equity in earnings.
Dividends received by
Grace...........................

Note D —Investm ent in Coronet Communications Com pany
T he Com pany’s 20 % investm ent in C oronet Com m unica
tions Com pany (“C oronet”), which operates television station
W H B F -TV , a C B S affiliate in Rock Island, Illinois, is m ain
tained in accordance with th e equity m ethod of accounting.
The following represents condensed financial inform ation of
Coronet as of and for the periods ended D ecem ber 3 1 , 1988
and 1987:

1988
$352.9
$ 37.9
$ 23.0
$

1.0

1987
$794.5
$ 38.1
$ 20.4
$

1986
$ 724.1
$ 23.9
$ 10.0

.6

.9

$

LYNCH CORPORATION (DEC)
Consolidated Balance Sheet
1988

1987

($ 000)

Investment in and Advances to Coronet Com
munications.......................................................
Deferred Debentures Issuance Costs, net.................
Other Assets................................................................

$6,436
755
3,985

$6,961
846
1,095

$ 3,596
14,068

$ 4,161
16,360

$17,664

$20,521

$17,664

$20,521

Revenue.............................................................
$ 5,406
$ 4,164
Expenses.................................................................
8,567
7,154
Net Loss............................................................

$ (3,161)

$ (2,990)

Broadcast operating cash flow (unaudited)........

$ 2,245

$1 ,840

The liability to Lynch Corporation, which presently bears
interest at prim e plus 1½ % , is subordinated to the Senior debt,
which bears interest at 10% and is due in 1990. T he Com pany
reported interest incom e of $ 7 8 3 ,0 0 0 and $5 2 2 ,0 0 0 , for the
periods ended D ecem ber 31 , 1988 and 1987, respectively.
O perations for 1987 are for the 9 ½ months following the
acquisition. Broadcast operating cash flow excludes debt ser
vice and other corporate charges.

MAPCO INC. (DEC)
Consolidated Balance Sheets
1988

Consolidated Statement o f Income

1987

($000)

other income (expense);
Investment income...............................
Share of loss of Coronet Communica
tions Company................................
Gain on termination of pension plans.
Gain on sale of land and building......
Interest expense...................................
Sundry..................................................

1988

1987

1986

$3,696

$3,295

$3,413

Total current assets...........................................
Investment in Affiliate, at equity (Note 5)...........

$350,619
40,354

$376,777
—

Consolidated Statements of Income
(666)
719
—

(3,031)
(117)
601

(563)
51
365
(2,466)
(70)
612

—
—
—

(1,163)
(22)
2,228

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note A (In Part): Accounting an d reporting policies
Principles of C onsolidation: T h e consolidated financial
statem ents include the accounts of Lynch Corporation (“Com 
pany”) and its m ajority-ow ned subsidiaries. T he Com pany’s
investm ent in its 20 % owned affiliate, Coronet Com m unica
tions Com pany (“C oronet”), is accounted for in accordance
with the equity m ethod. All m aterial intercom pany transactions
and accounts have been elim inated in consolidation.

Income from Consolidated Opera
tions............................................
Income (Loss) from Unconsolidated
Affiliate (Note 5 ) ..........................
Income Before Extraordinary Item
and Cumulative Effect of Account
ing Change...................................

1988

1987

1986

$111,884

$56,784

$79,028

5,254

478

117,138

57,262

(746)

78,282

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note 1 (In Part): Accounting Policies
Consolidation —T he consolidated financial statem ents in
clude the accounts of M A P C O Inc. and its subsidiary com
panies. M A P C O ’s investm ent in th e Sem inole project, an
affiliate, is accounted for under the equity m ethod (N ote 5). All

142

Section 2: Balance Sheet

Significant intercom pany accounts and transactions have
been e lim inated.
Note 5. Investm ent In Affiliate
M A P C O ’s 45 % ow nership of the com m on stock of Sem inole
Pipeline Com pany, which operates a natural gas liquids pipe
line from W est T exas to th e T exas G ulf C oast, and M A PC O ’s
45% interest in the financing partnership ow ned by the com 
mon stockholders of Sem inole Pipeline Com pany are re
corded using the equity m ethod. The “Incom e (Loss) from
Unconsolidated A ffiliate’’ presented in M A P C O ’s Consoli
dated Statem ents of Incom e is reported net of incom e taxes.
The financing partnership has a bank credit agreem ent
providing long-term financing. T h e agreem ent expires in 1991
and M A P C O ’s share of the com m itm ent is $ 9 0 ,0 0 0 ,0 0 0 . In
addition to the credit agreem ent, the partnership on each
partner’s behalf m ay use other financing alternatives. The
partners are contingently liable as guarantors for their respec
tive portions of the financing partnership’s debt, with M APC O
contingently liable for $ 2 0 ,1 0 5 ,0 0 0 as of D ecem ber 3 1 , 1988.
T here are no w orking capital lim itations under th e agreem ent.
During 1988, M A P C O m ade capital contributions to the
financing partnership of $ 6 5 ,8 6 0 ,0 0 0 , which w ere used to
reduce M A PC O ’s portion of the guaranteed debt. Prior to the
contributions, M A P C O had a deficit in th e Sem inole project
resulting from continuing to apply the equity m ethod and re
ducing its recorded value below zero due to M A PC O being
contingently liable as a guarantor for its portion of the debt
requirem ents of th e financing partnership. M A PC O ’s recorded
deficit in the Sem inole project w as $ 2 4 ,5 1 7 ,0 0 0 at D ecem ber
3 1 , 1987, and w as reported in “O ther Liabilities’’ in M A PC O ’s
Consolidated B alance Sheets. M A PC O received $ 6 ,3 9 5 ,0 0 0
in distributions in 1988 from the Sem inole project.

THE WASHINGTON POST COMPANY (DEC)
Consolidated Balance Sheets
1987

1988
($ 000)

Total Current Assets.......................
Investments in Affiliates................

..

$493,736
163,250

$226,523
152,636

Consolidated Statements o f Income

Income from Operations.............
Equity in earnings of affiliates
Interest income......................
Interest expense, net of capi
talized interest of $734 in
1987 and $171 in 1986....
Other income (expense), net.
Income before Income Taxes....

1988
$233,290
19,114
19,841

(16,889)
179,914
435,270

1987
$257,073
17,663
3,130

(25,479)
79,062
331,449

1986
$228,986
12,421
1,858

(35,490)
(3,152)
204,623

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
A (In Part): Sum m ary o f Significant Accounting Policies
Investm ents in A ffiliates. T he com pany uses the equity
m ethod of accounting for its investm ents in and earnings of
affiliates.

D. Investments in Affiliates
T he com pany’s investm ents in affiliates a t January 1 , 1989,
and January 3 , 1988, consist of the following (in thousands):

Cowles Media Company.......................................
Newsprint mills.....................................................
Other.......................................................................

1988
S 78,399
80,269
4,582
$163,250

1987
S 77,512
68,656
6,468
$152,636

The com pany’s investm ent in affiliates in 1988 includes a 2 6
percent interest in the stock of Cow les M edia Com pany, which
owns and operates the M inneapolis S tar and Tribune and
several other sm aller properties. In 1987 and 1986 the com 
pany owned a 21 percent interest.
T he com pany’s interest in new sprint m ills includes a 4 9
percent interest in the com m on stock of Bow ater M ersey
Paper Com pany Lim ited, which owns and operates a new s
print m ill in N ova Scotia; a one-third lim ited partnership in
terest in B ear Island P ap er Com pany, w hich owns and oper
ates a new sprint mill n ear Richm ond, Virginia; and a one-third
partnership interest in B ear island Tim berlands Com pany,
which owns tim berlands and supplies B ear Island P aper Com 
pany with a m ajor portion of its wood requirem ents. O perating
costs and expenses of th e com pany include cost of new sprint
supplied by B ow ater M ersey P aper Com pany and B ear Island
P aper Com pany of $ 7 1 ,4 0 0 ,0 0 0 in 1988, $ 6 3 ,3 0 0 ,0 0 0 in
1987, and $ 6 1 ,4 0 0 ,0 0 0 in 1986.
During 1983 th e com pany acquired interests in several
businesses th at distribute program m ing, principally sports
events, to pay cable and subscription television subscribers.
During 1986 and a portion of 1987, the com pany’s interests
included a 3 3 .5 percent partnership interest in SportsChannel
Associates, which operates in the m etropolitan New York C ity
area; a 3 3 ⅓ percent partnership interest in SportsChannel
Prism A ssociates, which operates in the m etropolitan Phila
delphia area; a 3 3 ⅓ percent partnership interest in Sports
Channel Chicago A ssociates, which operates in the m etropo
litan Chicago area; and a 16% percent lim ited partnership
interest in SportsC hannel N ew England, which o perates in the
N ew England and upstate N ew York areas. In August 1987,
the com pany sold its interest in each of the four sports pro
gram m ing businesses.
The com pany’s other investm ents include a one-third com
mon stock interest in a French corporation based near Paris
that publishes th e International Herald Tribune and a 5 0 per
cen t com m on stock in te res t in th e Los A ngeles T im esW ashington Post N ew s Service, Inc. In 1986 the com pany
sold its 2 0 percent com m on stock interest in the National
Journal, Inc., publisher of a w eekly m agazine specializing in
national affairs, in 1987 and 1986 the com pany’s investm ents
also included various interests in several partnerships that
w ere constructing and operating cellular telephone system s.
In 1986 these investm ents included an 18 percent partnership
interest in Detroit C ellu lar Telephone Com pany, a 2 0 percent
partnership interest in W ashington/B altim ore C ellular T ele
phone Com pany and sm all interests in cellular partnerships in
three Florida locations. T h e interests in tw o of the Florida
locations w ere sold in 1986, w hile in 19 87 th e com pany’s
interests in D etroit and W ashington/B aitim ore w ere sold, and,
in 1988, the com pany’s m inority interest in the third Florida
location w as sold.

143

Investm ents

Summarized financial data for the affiliates’ operations are
as follows (in thousands):
1988
Financial Position
Working Capital.........................
Propety, plant and equipment......
Total assets..............................
Long-term debt..........................
Net equity.................................
Results of Operations
Operating revenues....................
Operating income.......................
Net income................................

1987

1986

$ 17,185
456,160
694,751
263,773
226,160

$100,100 $ 98,485
370,781 380,518
642,374 676,831
129,651 155,033
339,905 316,419

$662,691
91,957
54,914

$616,387 $640,353
78,972
81,442
53,439
44,356

The following table summarizes the status and results of the
company’s investments in affiliates (in thousands):
1988
1987
$152,636 $168,421
19,114
17,663
(1,803)
(1,638)
599
5,927
(1,806)
(27,004)
(5,490)
(10,733)
$163,250 $152,636

Beginning investment.................................
Equity in earnings.....................................
Dividends received....................................
Additional investments................................
Sale of investments...................................
Other......................................................
Ending investment.....................................

At January 1, 1989, the unamortized excess of the com
pany’s investments over its equity in the underlying net assets
of its affiliates at the date of acquisition was approximately
$71,000,000, which is being amortized over 40 years. Amor
tization included in equity in earnings of affiliates for the years
ended January 1 , 1989, January 3 , 1988, and December 28,
1986, was $1,150,000, $1,900,000, and $2,300,000, respec
tively.

THE WILLIAMS COMPANIES, INC. (DEC)
Consolidated Balance Sheet
1988
1987
($ millions)
$ 610.0 $ 478.5
228.4
331.2
2,470.7
2,503.9
224.5
160.6
$3,566.8 $3,441.0

Total current assets............................
Investments (Note 5)...........................
Property, plant and equipment— net.......
Other assets and deferred charges.........
Total assets.......................................

Cons o lidated Statem ent o f Incom e

Operating income..........................
General corporate expenses............
interest accrued............................
Interest capitalized.........................
Investing income (loss) (Note 5 )......
Other income (expense)— net..........
Income (loss) from continuing opera
tions before income taxes...........

1988
$132.5
(22.5)
(126.1)
3.6
20.7
(2.2)

1987
$217.8
(22.3)
(152.7)
2.5
5.6
15.5

1986
$319.5
(11.1)
(205.0)
6.2
(215.2)
(9.1)

6.0

66.4

(114.7)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Acounting Policies

Principles of Consolidation
The consolidated financial statements include the accounts
of The W illiams Companies, Inc. (W illiams) and all majority
owned subsidiaries. Companies in which W illiams and its
subsidiaries own 20 percent to 50 percent of the voting com
mon stock or otherwise exercise sufficient influence over
operating and financial policies of the company are accounted
for under the equity method.
5. Investing Activities
(Millions)
Investments:
Accounted for on an equity basis:
Northern Border Pipeline Company (12.25%).
Other......................................................
Accounted for at cost:
Texasgulf Inc............................................
Other*.....................................................

1988

1987

$ 72.4
5.3
77.7

$ 72.5
7.0
79.5

150.0
.7
150.7
$228.4

150.0
101.7
251.7
$331.2

*The 1987 amount includes $100 million of deferred consideration resulting
from the sale of Agrico (see Note 3).
W illiams acquired a 15 percent interest in Texasgulf Inc. as
a result of Texasgulf’s 1985 acquisition of a subsidiary of
Agrico. Under a shareholder agreement, W illiams has certain
rights, including the rights to sell the shares to the majority
owner under various specified term s beginning in 1989 and to
require Texasgulf to register the shares for public offering
beginning in 1990. Most of the rights under the shareholder
agreement, including the right to sell to the majority owner, are
not transferable in the event W illiams sells the shares or there
is a change in control of W illiams.
As a part of the 1986 financial restructuring which resulted in
the sale of Agrico, W illiam s recorded a pretax provision for
loss of $212 million to reduce the carrying amount of the
investment to the current amount. Under disposition rights in
effect in 1989, W illiams does not believe the Texasgulf shares
could be sold for the carrying value. However, the Company
believes it w ill ultim ately realize no less than the carrying value
through other disposition rights.
Investing income (loss) includes:
(Millions)
Interest and dividends...........................
Unrealized loss on marketable equity
securities.........................................
Provision for loss on investment............
Equity earnings, netof income taxes........
Other..................................................

1988
$12.8

1987
$4.6

1986
$ 2.8

(.8)
—
8.7
—
$20.7

(3.2)
—
4.2
—
$5.6

(18.3)
(211.7)
6.4
5.6
$(215.2)

Dividends and distributions received from companies car
ried on an equity basis (excluding discontinued operations)
are as follows: 1988— $ 12.7 million, 1987— $12.7 million and
1986— $12.9 million.
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W illiams owns a 12.25 percent interest in Northern Border
Pipeline Company, a partnership which owns and operates an
822-mile pipeline system for transporting Canadian gas to
the Midwest. Summarized financial position and results of
operations are presented below.
Northern Border Pipeline Company
(Millions)
Current assets.......................
Noncurrent assets, principally
natural gas transmission plant.
Current liabilities.......................
Long-term debt........................
Other noncurrent liabilities.........
Partners’ equity........................
Revenues................................
Costs and expenses..................
Net income.............................

1987
41.6

1988
$ 54.3

$

996.1
(71.3)
(452.1)
(261.4)
$265.6
$235.9
127.2
57.5

1,046.1
(51.9)
(503.4)
(240.6)
$ 291.8
$ 230.6
125.7
60.9

$

1986
54.8

1,085.0
(64.6)
(552.4)
(204.5)
$ 318.3
$ 247.8
131.1
64.7

ANALOGIC CORPORATION (JUL)

Cost Method
AMERICAN BILTRITE INC.

TOTAL CURRENT ASSETS................................
OTHER ASSETS
Investments in affiliated companies— Note D...
Other assets..............................................

Accordingly, the investment in K&M is carried at cost and
income is recognized when distributions are received. During
1988 ABI received a cash distribution of $3,064,000 consist
ing of a $2,052,000 profit distribution for K&M’s fiscal year
ended March 31, 1988, a $922,000 return of prior years’
undistributed earnings upon dissolution of the old partnership
agreement, and $90,000 of interest earned on ABI’s invest
ment in accordance with the provisions of the new partnership
agreement. Income distributions were $1,203,000 in 1987 and
$1,974,000 in 1986 and were based on K&M’s results of
operations for its fiscal years ended March 3 1 , 1987 and 1986,
respectively. ABI’s equity in the net assets of K&M, based on
K&M ’s u na ud ited in te rim fin a n c ia l sta te m e n ts, w as
$1,048,000 at December 3 1 , 1988 ($3,248,000 at December
3 1 , 1987 and $2,745,000 at December 3 1 , 1986). Based on
K&M’s expected results of operations for their year ending
March 3 1 , 1989, ABI expects to receive a profit distribution in
the range of zero to $250,000 as well as interest on its capital
account.

1987
1988
($000)
$59,462 $48,861
1,821
202
2,023

1,821
168
1,989

Note D. Investments in A ffiliated Companies

Total current assets.......................
Property, plant and equipment, at
cost:
Land and land improvements......
Buildings.................................
Property under capital leases......
Leasehold and capital lease im
provements..........................
Manufacturing equipment..........
Furniture and fixtures................
Motor vehicles.........................

Investments in affiliated companies consist of the following:
1988
1987
(In thousands)
Compania Hulera Sula, S.A., Honduras; a 50%
owned affiliate.........................................
K&M Associates..........................................

$ 971
850
$1,821

S 971
850
$1,821

The investment in Compania Hulera Sula, S.A., had been
accounted for on the equity method until October 1, 1983.
Equity in earnings subsequent to this date have not been
recognized due to the uncertainty of the political climate in
Honduras. ABI expects to ultim ately realize at least the car
rying value ($971,000) of this investment. During 1987, the
Company received a dividend from Compania Hulera Sula in
the amount of $411,000, which was accounted for as a reduc
tion in the investment.
In 1983, ABI acquired a general partnership interest in K&M
Associates (“ K&M” ), a national jewelry supplier. Under the
terms of that agreement, the partnership was restated on
March 3 1 , 1988. On April 1 , 1988, ABI exchanged its general
partnership interest for a reduced limited partnership partici
pation. The agreements specify that partnership earnings are
to be distributed annually.
ABI is unable to exercise significant influence over the
partnership’s operations or financial policies and ABI’s share
of profits cannot be determined accurately on an interim basis.

Less accumulated depreciation
and amortization...................
Investment in and advances to affili
ated companies........................
Other assets, including unamortized
software costs (1988, $918,000;
1987, $1,025,000).................

1988
$125,979,857

1987
$138,821,758

3,602,032
20,604,194
7,718,052

3,602,032
18,535,967
7,718,052

2,937,480
37,228,498
10,602,018
682,786
83,375,060

3,817,483
40,253,054
9,522,002
567,888
84,016,478

37,890,536
45,484,524

34,876,288
49,140,190

2,489,369

2,059,647

1,810,615
$175,764,365

1,572,274
$191,593,869

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Business Operations and Signifi
cant Accounting Policies:

(a) Principles of consolidation:
The consolidated financial statements include the accounts
of the Company and ail 100% owned subsidiaries. The
accounts of Medical Electronics Laboratories, Inc. (a joint
venture with a major export customer) are included for the nine
months ended April 30, 1988 and the years ended July 31,
1987 and 1986. Investments in companies in which ownership
interests range from 20 to 50 percent and the Company exer
cises significant influence over operating and financial policies
are accounted fo r using the equity method. Other investments
are accounted for using the cost method. All significant inter
company accounts and transactions have been eliminated.

145

Investm ents

2
ture:

(In Part): Business Combination, Formation an d Divesti

On July 28, 1986, th e Com pany form ed a joint venture,
M edical Electronics Laboratories, Inc. (“M EL”), with Siem ens
C apital Corporation (“S C C ”), an affiliate of its m ajor export
custom er, for the purpose of developm ent and m anufacture of
patient m onitoring products. T h e Com pany contributed inven
tories and equipm ent, at cost, and technology in exchange for
a 90% interest in the outstanding capital stock o f M EL. S C C
contributed $ 5 ,3 3 3 ,3 3 3 in cash in exchange for 10% of the
outstanding capital stock of M EL.
During fiscal 1 9 8 8 , 1987 and 1986, the Com pany sold 25% ,
25% and 15% interests in th e joint venture for $ 1 1 ,0 0 4 ,9 1 2 ,
$ 1 3 ,3 3 3 ,3 3 3 a n d $ 8 ,0 0 0 ,0 0 0 , re c o g n iz in g g a in s o f
$ 1 0 ,2 3 2 ,7 2 4 , $ 1 2 ,1 9 2 ,3 6 6 and $ 7 ,3 1 5 ,2 8 3 , respectively.
As a result of the 2 5 % sale on April 3 0 , 1988, the Com pany’s
in vestm en t in M E L w as redu ced to 2 5 % , and is being
accounted for by the cost m ethod, because the Com pany
does not exercise significant influence over M E L’s operations.
The Com pany’s equity in M EL’s losses for th e period M ay 1,
1988 through July 31 , 1988 w as approxim ately $2 36 ,0 00 .
Transactions with M EL for th e period M ay 1 , 1988 through
Ju ly 3 1 , 1 9 8 8 co n sisted of: reven u es of ap p ro xim ately
$ 8 7 9 ,0 0 0 ; m a n a g e m e n t fe e re v e n u e of a p p ro xim a tely
$1 81 ,0 00 ; rental incom e of approxim ately $ 1 3 6 ,0 0 0 . At July
3 1 , 1 9 8 8 , ac co u n ts re c e iv a b le from th is a ffilia te w ere
$9 0 2 ,8 6 4 . T he installm ent sale receivable of $ 8 ,0 0 4 ,9 1 2 rep
resents the am ount due related to th e fiscal 1988 sale of stock.
On August 1, 1988, the Com pany sold its rem aining 25%
in te re s t in M E L fo r $ 8 ,2 8 5 ,1 4 2 . T h e resu ltin g g ain of
$ 7 ,5 1 2 ,9 5 4 will be recognized in th e first quarter of fiscal 1989.
4 (In Part): Investments:
Investm ents in and advances to affiliated com panies are as
follows:
July 31
Investments, at cost....................................
Investments, at equity..................................

1988

1987

$ 822,188
1,667,181

$ 50,000
2,009,647

$2,489,369

$2,059,647

Investm ents, at cost:
During fiscal y e ar 1987 the C om pany reduced its ownership
percentage in A nasco Corporation to approxim ately 18%
(form erly 100% ) through a recapitalization. Concurrent with
this recapitalization, th e Com pany’s rem aining investm ent in
Anasco is being reflected on the cost m ethod of accounting.
Equity in net loss o f unconsolidated subsidiaries for fiscal year
1988 includes approxim ately $ 8 0 ,0 0 0 in net realizab le value
w rite downs related to this investm ent.
T he Com pany’s investm ent in M edical Electronics Labora
tories, Inc., $ 7 7 2 ,1 8 8 , is accounted for on the cost m ethod at
July 3 1 , 1988 (S e e N ote 2 .)

ARCHER DANIELS MIDLAND COMPANY (JUN)
1987

1988
($000)
Total Current Assets....................................
Investments and Other Assets
Investments in and advances to affiliates.
Long-term marketable securities.............
Other assets............................................

$2,118,784

$1,749,727

114,245
469,644
33,671

103,303
500,947
29,656

617,560

633,906

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note 1— M arketable Securities
Current and long-term m arketable securities are carried at
cost, which approxim ates m arket, and consist principally of
United S tates governm ent obligations.

BELDING HEMINWAY COMPANY INC. (DEC)
1988

1987

($ 000)

Investments in Real Estate Partnerships and
Other Entities (Note L )......................................
Other Assets and Deferred Charges......................
Intangibles Applicable to Subsidiaries Acquired....

$12,318
1,034
1,982

$12,498
1,157
1,766

Note L (In Part)
The Com pany has several lim ited partnership interests (in
varying percentages from 24 % to 50 % ), carried on the equity
m ethod, in entities form ed or existing prim arily for the purpose
of investing in residential and com m ercial real estate. The
aggregate investm ent in th ese entities at D ecem ber 3 1 , 1988
and 1987 w as $ 5 ,4 4 8 ,0 0 0 and $ 5 ,4 8 7 ,0 0 0 , respectively. The
following is condensed com bined financial inform ation relat
ing to th ese investm ents.
December 31,
1988
1987

Balance Sheets:
Assets:
Cash.....................................................................
Mortgages receivable............................................
Land and building..................................................
Other assets.........................................................

$ 1,528
2,410
27,567
3,660

$1,457
6,729
26,876
5,693

$35,165

$40,755

Liabilities and Capital:
Mortgages and notes payable...............................
Other liabilities.....................................................

$27,030
3,647

$33,033
2,493

Partners’ capital....................................................

30,677
4,488

35,526
5,229

$35,165

$40,755

Year ended December 31,
Operating Statements:

1988

1987

1986

Operating income....................................... $5,799
Operating expenses.......................................3,158

$11,583
7,537

$13,585
11,949

Operating p ro fit............................................ 2,641
Other expenses............................................. 1,656

4,046
2,665

1,636
9

Net income..................................................$ ..985

$1,381

$1 ,627

During 1 9 8 8 , 1987 and 1986, the Com pany’s proportionate
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share of the equity in the operations recognized in the accom
panying financial statements aggregated $720,000, $466,000
and $745,000, respectively.
The Company has investments in other real estate entities
which are being carried at cost because the Company’s in
vestment is below 20% or the operations of the investee are
insignificant. The aggregate investment in these entities at
D ecem ber 31, 1988 and 1987 w as $ 4 ,2 2 3 ,0 0 0 and
$4,367,000, respectively.

ECHLIN INC. (AUG)
1988

1987

($000)

Total current assets...........................................
Property, plant and equipment, net....................
Marketable securities..........................................
Other assets.......................................................

$648,878
242,169
124,014
71,507

$527,421
207,030
72,547
62,067

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

CUMMINS ENGINE COMPANY, INC. (DEC)

Note 1 (In Part): Summary o f Accounting Policies:
1988
($000)
Total Current Assets.......................................
Investments and other assets:
Investments in and advances to unconsoli
dated companies....................................
Other assets...............................................

1987

$1,026,917

$889,027

73,529
38,295

147,117
46,204

111,824

193,321

Marketable Securities Marketable securities consist prin
cipally of investments in interest bearing securities held by the
Company’s subsidiary in Puerto Rico, which are carried at
cost. The aggregate m arket value of securities held at August
3 1 , 1988 and 1987 was $125,386,000 and $74,702,000, re
spectively.

FLUOR CORPORATION (OCT)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Accounting Policies:

Consolidation: The consolidated financial statements in
clude the accounts of Cummins Engine Company, Inc., and its
maj ority-owned subsidiaries. Affiliated companies in which
Cummins does not have a controlling financial interest are
accounted for using the equity method. Investments in tem
porarily owned distributorships are accounted for by the cost
method.
Note 6 (In Part): Investments in Unconsolidated Com 
panies:

Consolidated assets include investments in and advances
to unconsolidated companies. The carrying values shown
below approximate the equity in the book values of the uncon
solidated companies:

1988
Total current assets.............
Investment in Bond Portfolio

$ Millions
Consolidated Diesel
Company (part
nership) ................
Kirloskar Cummins
Ltd........................
Cummins S.A............
Other investments.....

Location

United States

50%

India
Mexico
Various

50%
40%
Various

1988

1987

$10.5

$ 14.9

26.6
21.4
15.0

27.7

$73.5

$147.1

$998,594
154,777

$1,213,458
4,000

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
M ajor Accounting Policies (In Part)

Investment in Bond Portfolio
The company’s bond portfolio is carried at amortized cost
which approximates m arket value. At October 3 1 , 1988, the
portfolio has a weighted average interest rate of nearly 11%
and m aturities ranging from 1989 to 2004.

SYNTEX CORPORATION (JUL)

Carrying value
Ownership
interest

1987

($000)

1987

1988
($ Millions)

$ 619.3

Total current assets........................................

$ 854.8

Long-term bonds............................................
Property, plant and equipment— net................
Other assets....................................................

100.0

100.0

457.7
31.2

391.4
33.9

Total Assets................................................

$1,443.7

$1,144.6

20.0
84.5

Included above in other investments at December 3 1 , 1988
and 1987 are $7.8 m illion and $21.9 million, respectively,
related to tem porarily owned distributorships. Cummins’ sales
to tem porarily owned distributorships approximated $137 mil
lion in 1988, $155 m illion in 1987 and $53 million in 1986.
The company’s investment in net assets of unconsolidated
subsidiaries identified for sale within one year has been classi
fied as other current sales in the Consolidated Statement o f
Financial Position at December 31, 1988.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Significant Accounting Policies
Long-term bonds— Long-term bonds consist of marketable
Eurodollar bonds stated at cost, which approximates market
value. An interest rate swap agreement results in a variable
rate of interest for the term of the investments.

147

Investm ents

TCI INTERNATIONAL, INC. (SEP)

Lower Of Aggregate Cost Or Market Value

1987

1988

HECLA MINING COMPANY (DEC)

($000)
1988

1987

($ 000)

Total current assets...........................................

$ 29,984

$ 31,459

Investments (Note 3)..........................................
Properties, plants and equipment, net..............
Other noncurrent assets....................................

15,915
135,707
7,246

13,025
122,492
3,740

Total assets...................................................

$188,852

$170,716

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 1 (In Part): Sum m ary o f Signific a n t Accounting Poli
cies
D. Investm ents—T h e Com pany follows the equity m ethod
of accounting for nonconsolidated subsidiaries and invest
m ents in comm on stock of operating com panies 20% to 50%
ow ned. Investm ents in nonoperating com panies that are not
intended for resale or are not readily m arketable are valued at
the low er of cost o r net realizab le value. T h e carrying value of
m arketable equity securities is based on the low er of cost or
quoted m arket value. T he cost of investm ents sold is d eter
mined by specific identification.
Note 3 (In Part): Investments
Investm ents consist of the following com ponents (in thou
sands):

Total current assets..............................................
Marketable Securities............................................
Property and Equipment, net of accumulated de
preciation and amortization..............................
Other Assets.........................................................

$31,360
13,714

$26,818
13,012

6,385
8,173

5,308
13,471

$59,632

$58,609

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
4. M arketable Securities
M arketable securities consisting of Adjustable R ate Pre
ferred Stock are stated at th e low er of aggregate cost or
m arket and are classified as long-term assets since it is the
Com pany’s intent to hold these securities for m ore than one
year.
September 30,

1988

1987

(In thousands)
Cost......................................................
Unrealized gains...................................
Unrealized losses..................................

$15,086
177
(1,549)

$13,727
322
(1,037)

Market..................................................

$13,714

$13,012

Investment income consists of:
Year Ended September 30,

1988

1987

1986

(In thousands)
Carrying
Value

Cost

December 3 1 , 1988
Marketable equity securities......... .....
Other investments.........................

$ 6,613
9,302

$17,300
9,302

Total......................................... .....

$15,915

$26,602

December 3 1 , 1987
Marketable equity securities......... .....
Other investments.........................

$ 7,155
5,870

$15,630
5,870

Total......................................... .....

$13,025

$21,500

Market
Value
$6,613

$7,155

A t D ecem ber 3 1 , 1988, the portfolio of m arketable equity
securities includes gross unrealized gains of approxim ately
$ 3 ,0 0 0 an d g ro ss u n re a liz e d lo sses o f a p p ro xim a tely
$ 1 0 ,6 9 0 ,0 0 0 (of which approxim ately $ 9 ,6 2 5 ,0 0 0 is attribut
able to the C om pany’s ownership of Sunshine Mining Com 
pany comm on stock). T he other investm ents are principally
large blocks of com m on and preferred stock in several mining
com panies, and investm ents in various m ining ventures.
These securities are generally restricted as to trading or m ar
ketability although som e of the shares are frequently traded on
the over-the-counter m arket in Spokane, W ashington, and
certain Canadian exchanges. A t D ecem ber 3 1 , 1988 and
1987, the shares of som e of th ese com panies th at w ere traded
on these m arkets w ere quoted at values approxim ating or
exceeding the Com pany’s cost basis.

Recognized net gain (loss) of market
able securities...............................
Dividend income................................
Interest income and other.................
Equity in earnings of BR Communica
tions .............................................
Unrealized gain (loss) on recorded
value of securities.........................

$

—
1,715
406
—

(265)
S1,856

S (31)
1,130
389

$ (249)
1,451
156

69

—

(30)
$1,527

—

$1,358

Market
OPTICAL COATING LABORATORY, INC. (OCT)
1988

1987

($ 000)

Total current assets.............................................
Other assets and investments...............................

$36,821
2,765

N O T E S TO C O N S O L ID A T E D F IN A N C IA L
M EN TS

$66,410

S TA T E 

1 (In Part): Sum m ary o f Significant Accounting Policies
O ther assets and investm ents. O ther assets and invest
m ents include the C om pany’s investm ent in the Alpine G roup,
Inc. preferred stock, which the Com pany obtained in connec
tion w ith a S ettlem ent A greem ent reached prior to the Com 
pany’s tender offer for 61% of its com m on stock in M arch
1988. T h e Alpine preferred stock w as originally recorded at its
cost basis of $ 3 ,2 5 0 ,0 0 0 . This preferred stock is exchange
able after January 2 8 , 1990, in part into 3 2 1 ,0 0 0 shares of the
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Company’s common stock which Alpine owns and which is
held in escrow; and, in part, into equity of an Alpine subsidiary.
Alpine has not paid and is in arrears on its preferred dividend.
During the fourth quarter of 1988, the Company recorded a
$1,500,000 charge to restructuring expenses to reduce the
carrying value of the Alpine preferred stock to $1,750,000, the
approximate fair market value of the Company’s common
stock for which the Alpine preferred stock is exchangeable.

NONCURRENT RECEIVABLES
Chapter 3A of ARB No. 43, Section B05 of FASB Account
ing Standards— Current Text, states that the concept of cur
rent assets excludes “ receivables arising from unusual trans
actions (such as the sale of capital assets, or loans or adv
ances to affiliates, officers, or employees) which are not ex
pected to be collected within twelve months.” APB Opinion
No. 21, Section I69 of FASB Accounting Standards— Current
Text, requires the imputation of a realistic interest rate to most
long-term receivables not bearing interest or bearing an in
terest rate lower than the prevailing rate. Exceptions to the
aforementioned requirement are listed in paragraph 3 of Opin
ion No. 21. Table 2-16 summarizes the balance sheet cap
tions used to describe noncurrent receivables. Examples of
noncurrent receivables follow.

TABLE 2-16: NONCURRENT RECEIVABLES
1988

1987

1986

1985

Notes Receivable..................
Long-Term Receivables.........
Noncurrent Receivables........
Other....................................
Receivables combined with
other investments, de
posits, etc.........................

33
39

38
35
7
30

40
31

27
36
7
38

49

39

56

55

Total Presentations.......
Number of Companies

161

149

169

163

Caption Title

8
32

Presenting noncurrent receiv
ables ................................
Not presenting noncurrent re
ceivables ..........................

157

149

167

163

443

451

433

437

Total Companies...........

600

600

600

600

leases. Annual future lease paym ents under sales-type
leases are as follows:
As of September 30,
1988
(In thousands)

ANACOMP, INC. (SEP)
1988

1987

($000)

Total current assets.................................

8
34

$360,043

$135,009

Property and equipment, at cost less accumu
lated depreciation and amortization of
$41,076 and $27,030, respectively...............
159,041
Long-term receivables, net of current portion ...
24,718
Excess of purchase price over net assets of
businesses acquired and other intangibles....
391,777
Other assets.............................................
27,797
$963,376

41,705
11,643

Fiscal 1989............................................................
1990 ............................................................
1991 .......................................................
1992 .......................................................
1993 .......................................................

$14,461

97,093
8,356
$293,806

Note 5. Long-Term Receivables:

Long-term receivables consist of the following:
September 30,
1988
1987
(In thousands)

Less current portion...........................................

$14,461
7,322
7,737
29,520
(4,802)
$24,718

17,102
(2,641)

Less deferred interest...........................................

BERGEN BRUNSWIG CORPORATION (AUG)
1988

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Lease contracts receivable................................
Notes receivable from asset sales......................
Other..................................................................

$ 5,343
4,647
3,631
2,332
1,149

$ 9,982
5,447
364
15,793
(4,150)
$11,643

Lease contracts receivable result from customer leases of
products under agreem ents which qualify as sales-type

1987

($000)

Other assets:
Excess of cost over net assets of acquired com
panies...........................................................
Noncurrent receivables.................................
Deferred charges and other assets.....................

$ 55,701
8,697
50,444

$ 57,395
8,070
50,059

Total other assets..........................................

114,842

115,524

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies
Noncurrent receivables include notes receivable from em
ployees and officers due on demand in the am ount of
$4,751,000 and $5,419,000 at August 31, 1988 and 1987,
respectively.
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MACK TRUCKS, INC. (DEC)

BEMIS CORPORATION, INC. (DEC)

1988

1987

1988
($000)
other assets:
Long-term receivables......................................
Deferred charges and other investments..........
Excess of cost of investments in subsidiaries
over net assets acquired..............................

4,888

4,882

Total current assets........................................
Long-Term Finance Receivables:
Accounts....................................................
Less unearned finance fees.........................
Less allowance for uncollectible accounts ..

10,219

10,897

Long-term finance receivables— net............

S 1,280
4,051

$ 1,538
4,477

1987

1988
($000)
Total current assets...........................................
Long-term notes receivable...............................
Property, plant and equipment, net....................
Other assets......................................................

$139,887
6,754
58,054
1,479

$ 59,622
23,054
43,807
4,021

$206,174

$130,504

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Long-Term Notes Receivable
Long-term notes receivable at year end consist of the fol
lowing:
1988

$

$1,081,215

$990,368

365,141
37,721
3,639

266,382
25,010
3,889

323,781

237,483

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

ERLY INDUSTRIES INC. (MAR)

Notes receivable from Hansen Foods,
maturities through 1992, interest
ranging from prime plus 3% to prime
plus 4½ % plus 50% of profits, col
lateralized by all of the assets of the
borrower............................................
Contract receivable from sale of winery,
maturities through 1998, interest at
7.75%................................................
Note receivable from prior sale of agri
cultural chemical business, maturities
through 1990, interest at 11.8%, net
of allowance of $3.1 million (1988)...
Note receivable from sale of dressing
business, maturities through 1992,
interest at 12%, collateralized by
equipment.........................................
Various..................................................
Less current portion of long-term notes
receivable...........................................

1987

($000)

—

1987

$19,590,000

4,744,000

1 (In Part): Summary o f Significant Accounting Policies

Finance Receivables
Finance receivables are comprised of retail instalment re
ceivables and custom er truck accounts receivable from the
sale and lease of new and used motor vehicles and wholesale
(floor plan) receivables from the financing of distributors’ in
ventories.
Finance fees, included in retail instalment receivables, are
taken into income over the lives of the contracts principally
under the sum -of-the-digits method. Interest and service
charges from distributors on wholesale notes receivable and
certain other interest-bearing receivables are recorded as
earned based on the outstanding balances.

J.W. MAYS, INC. (JUL)
1988

1987

Deferred Charges and Other Assets:
Note receivable— net of unrealized gross
p ro fitof $861,436 (Note 3 ).................
Other........................................................

$ 138,564
1,168,987

$ 138,564
1,333,768

Total deferred charges and other assets..

1,307,551

1,472,332

NOTES TO FINANCIAL STATEMENTS
3. Note Receivable— G len Oaks Leasehold:

1,000,000

3,071,000

539,000
1,130,000

641,000
1,015,000

(659,000)
$6,754,000

(1,263,000)
$23,054,000

Principal m aturities on these notes receivable are as fol
lows: 1989— $659,000; 1990— $2,442,000; 1991— $621,000;
1992— $455,000; 1993— $497,000; thereafter— $2,739,000.
During 1988, the buyer of the agricultural chemical business
declared insolvency and the value of the receivable was ad
justed to its estimated realizable value.

On December 1 6 ,1986, the Company sold and assigned all
of its right, title and interest in a certain lease, and the lease
hold created thereby, covering the property located on Union
Turnpike, Glen Oaks, New York, for a total consideration of
$6,000,000, of which $5,000,000 was paid on December 16,
1986 with a deferred payment of $1,000,000 evidenced by a
promissory note, with interest at 11½ % per year, payable,
interest only, commencing February 1 , 1987.
Pursuant to a m odification and extension agreement en
tered into on May 11, 1988, the due date of the note was
further deferred to run concurrent with a construction loan
obtained by the purchaser, such extension not to extend
beyond August 25, 1991. The purchase price for the Com
pany’s leasehold interest was determined as a result of armslength negotiations between unrelated parties.
Based upon information made available to the Company,
the purchaser entered into a new venture which is subject to all
the risks inherent in the establishment of a new business
enterprise. The principals in this new venture have had limited
operating experience in a retail operation of this magnitude.
The likelihood of the success of this retail operation should be
considered in light of the problems, expenses, complications,

150

Section 2: B alance Sheet

delays and potential com petition which are encountered in
connection with th e developm ent of this type of business
venture. Accordingly, the Com pany has elected to report the
gain on the sale under the installm ent m ethod in accordance
with Accounting Principles Board O pinion No. 10, and to defer
the unrealized gain of $ 8 6 1 ,4 3 6 on the $ 1 ,0 0 0 ,0 0 0 note until
the note is paid.

SCOPE INDUSTRIES (JUN)

Total current assets..................................
Notes Receivable (Note 2)........................

1988
$29,637,777
7,525,901

1987
$36,216,600
31,189

Note 2: Discontinued Operation
In M ay, 1988, the Com pany sold its Vocational School
G roup business, Scope Beauty Enterprises, Inc., a wholly
owned subsidiary for $ 5 0 0 ,0 0 0 cash and a $ 7 ,5 0 0 ,0 0 0 in
terest-bearing prom issory note collateralized by all the stock
of the form er subsidiary corporation. Annual principal pay
m ents on the note begin in 1990 and continue through 1998.
E arlier paym ents m ay occur at the option of the debtor. C er
tain additional paym ents m ay be due the Com pany in the
future, contingent on cash flow s of the Vocational School
G roup business.
T h e Com pany, recognizing th at a significant portion of the
sales consideration is in the form of a note to be collected in
the future, has elected to recognize th e gain on the transaction
as paym ents under th e sales agreem ent are received. As the
paym ents are received, a portion of the am ount w ill be allo
cated to gain on the sale in the ratio th at the overall gain bears
to overall consideration to be received.

THE STANLEY WORKS (DEC)

INTANGIBLE ASSETS
A PB Opinion No. 17, Section 160 of F A S B Accounting
S tan dards— C urren t Text, sets forth requ irem en ts as to
accounting for intangible assets. Opinion No. 17 stipulates
that all intangible assets acquired after O ctober 3 1 , 1970 or
recognized in business com binations initiated after O ctober
3 1 , 1970 be am ortized over a period not to exceed 4 0 years
and th at “financial statem ents should disclose the m ethod and
period of am ortization.”
Statem ent o f Financial Accounting Standards No. 86, S ec
tion R 50 of F A S B Accounting Standards—C urrent Text, spe
cifies th at costs of developing and producing com puter soft
w are products be capitalized if technological feasibility estab
lished. Disclosure requirem ents relating to capitalized com pu
ter softw are costs are stated in paragraph 11 of S F A S No. 86.
T ab le 2 -1 7 , which sum m arizes intangible assets by type
and by accounting treatm ent, shows the prevalence of good
will recognized in a business com bination. T ab le 2 -1 7 ex
cludes certain assets often considered to be intangible which
are classified as com ponents of Property, Plant, and Equip
m ent.
T ab le 2 -1 8 sum m arizes the am ortization periods used by
the survey com panies to am ortize intangible assets. It Is not
uncommon for a com pany to use m ore than one period for one
type of intangible. For Instance, a com pany m ay disclose in
the Sum m ary of Accounting Policies th at it am ortizes goodwill
over a period not exceeding 4 0 years and in a subsequent
note disclose that It am ortizes goodwill related to a certain
acquisition o ver a specified num ber of years.
Exam ples of intangible asset disclosures follow.

Goodwill
1988

1987

BLOUNT, INC. (FEB)

($ 000)

Total Current Assets.......................................
Property, Plant and Equipment.....................
Long-Term Notes Receivable, less allowance
for doubtful notes of $3,096,000 In 1988
and $2,408,000 in 1987............................
Goodwill, Patents and Other Intangibles.......
Investments and Other Assets......................
Net Noncurrent Assets of Discontinued Op
erations........................................................

$

710,451 S 744,567
490,825
448,348
38,280
98,288
67,386

23,388
104,072
57,877

9,265
$1,405,230 $1,387,517

Total current assets............................................. .
Property, plant and equipment, net....................
Excess of cost of investment in subsidiaries
over net assets acquired, n e t........................
Other assets.........................................................
Total Assets......................................................... .

1987
1988
($000)
$312,302 $420,557
211,305
199,204
61,894
26,714
$600,114

68,312
26,282
$726,456

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Excess of cost of investm ent in subsidiaries over net assets
acquired:
T he unam ortized excess cost is being am ortized by the
straight-line m ethod over periods not to exceed 4 0 years.
A m ortizatio n ex p e n se w as $ 1 ,8 3 6 ,0 0 0 , $ 1 ,6 7 0 ,0 0 0 and
$ 1 ,6 5 8 ,0 0 0 for 1 9 8 8 , 1987 and 1986 and accum ulated am or
tization w as $ 7 ,0 2 2 ,0 0 0 and $ 5 ,2 7 2 ,0 0 0 as of the last day of
February, 1988 and 1987.
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TABLE 2-18: AMORTIZATION PERIOD— 1988

TABLE 2-17: INTANGIBLE ASSET VALUATION

1988
Assets Being Amortized
Goodwill recognized in a
business combination.......
Patents, patent rights............
Trademarks, brand names,
copyrights.........................
Licenses, franchises, mem
berships ...........................
Software..............................
Other— described.................
Intangible assets (not other
wise described)................
Assets Not Being Amortized
Goodwill recognized in a
business combination.......
Trademarks, brand names,
copyrights.........................
Other— described..................
Intangible assets (not other
wise described)................
Other Bases
Nominal value.......................
Basis not determinable.........

Number of Companies
1986
1987

Good
will

1985

Number of Companies
Li
Pat Trade
ent mark cense

340
67

338
59

312
63

301
60

Period
40.........................................
“Not exceeding 40” .............
25-30....................................

186
70
15

_

41

34

39

30

20 ..............................................................................

12

—

10-15....................................
Legal/estimated life..............
Other....................................

13
31
53

2
53
9

22
23
47

26
27
20

23
18
27

25
7
16

37

37

35

34

1
2

4
3

3
2

_

_
2

1

2
23
7

—
11
5

Soft
ware
—
—
_
—

—
10
13

ESSELTE BUSINESS SYSTEMS, INC. (DEC)
60

76

84

3
5

3
2

5
1

1

3

5

3
17

1
22

2
23

1988

97
5
2

2
24

1987

($ 000)

Property, plant and equipment, net...................
Other Assets
Cost in excess of net assets acquired, less
accumulated amortization of $30,754 and
$26,133....................................................
Other.............................................................

$219,207

$214,395

140,286
31,837
172,123

141,781
34,677
176,458

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Cost in excess of net assets acquired

THE INTERLAKE CORPORATION (DEC)

Total current assets...........................................
Goodwill and Other Assets:
Goodwill, less accumulated amortization of
$6,984,000 in 1988 and $5,832,000 in
1987.........................................................
Other assets..................................................
Property, Plant and Equipment, net..................
Total Assets......................................................

1987
1988
($000)
$382,937 $442,269

25,229
51,316
76,545
200,991
$660,473

23,652
52,448
76,100
175,431
$693,800

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Goodwill— G oodwill represents th e excess of th e purchase
price over the fair value of the net assets of acquired com
panies and is being am ortized on a straight-line m ethod over
periods not exceeding thirty years. During 1987, goodwill w as
reduced $ 7 ,5 6 5 ,0 0 0 due to the realization of net operating
losses ca rrie d forw ard by th e acquired co m panies and
$ 5 ,2 9 0 ,0 0 0 for restructuring provisions.

Cost in excess of net assets acquired relates principally to
the acquisitions of Letraset Lim ited, Dym o Industries, Inc. and
N ielsen M oulding Design Corporation. T hese am ounts are
am ortized using the straight-line m ethod, g en erally over a
40 -ye ar period. Such am ortization am ounted to $4 ,9 9 1 ,0 0 0 ,
$ 4 ,5 0 0 ,0 0 0 and $ 3 ,4 2 4 ,0 0 0 for the years ended Decem ber
3 1 , 1 9 8 8 , 1987 and 1986, respectively.

ETHYL CORPORATION (DEC)
1988

1987

($ 000)

Net property, plant and equipment...................
Other assets and deferred charges.....................
Goodwill and other intangibles..........................

$719,551
93,242
97,363

$674,075
75,712
105,393

N O TES TO FIN A N C IA L STATEM ENTS
1 (In Part): Sum m ary o f Significant Accounting Policies:
Goodwill and O ther Intangibles. G oodwill acquired prior to
Novem ber 1, 1970, ($ 2 3 ,0 3 0 ,0 0 0 ) is not being am ortized.
Goodwill acquired subsequently ($ 9 7 ,9 2 6 ,0 0 0 net of accum u
lated am ortization) is am ortized on a straight-line basis, over
periods from 10 to 4 0 years. O ther intangibles ($ 2 1 ,8 7 3 ,0 0 0
net of accum ulated am ortization) are am ortized on a straight
line basis over periods from 5 to 15 years.

152

Section 2: B alance Sheet

LAFARGE CORPORATION (DEC)

6. Goodwill a n d O ther Intangibles:

Goodwill and other intangibles, and the related accumu
lated amortization, are as follows;
1987
1988
(In Thousands)
Chemicals and other:
Goodwill and other intangibles.................. .
Additions..................................................
Write-offs and disposals...........................
Subtotal.....................................................
Accumulated amortization.........................
Net............................................................ .
Insurance:
Goodwill.................................................... .
Accumulated amortization.........................
Net............................................................ .

$135,059
3,212
(4,929)
133,342
(35,979)
$ 97,363

$ 70,571
64,488
—
135,059
(29,666)
$105,393

$ 57,236
(11,770)
$ 45,466

$ 57,236
(9,622)
$ 47,614

Total current assets......................................
Property, plant andequipment, net..............
Excess of cost over net assets of
businesses acquired, net.........................
Other assets.................................................
Total Assets.................................................

1988
1987
($000)
$ 401,506 $ 337,928
693,712
623,194
40,507
63,683
$1,199,408

32,367
60,759
$1,054,248

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Accounting an d Financial Reporting Policies (In Part)

LACLEDE STEEL COMPANY (DEC)
1988

1987

($ 000)

Total Current Assets...........................................
Non-Current Assets:
Intangible assets...........................................
Property held for investment or sale, net of
accumulated depreciation of $1,961 in
1988 and $1,883 in 1987 .........................
Other.......................................................
Total Non-Current Assets..............................

$141,079

$115,967

1,521

2,389

923
1,898
4,342

1,001
1,265
4,655

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 2. Aquisitions— Intangible Assets:
In D ecem ber 1985 the Com pany acquired all of the out
standing comm on stock of Presidents Island S teel & W ire, Inc.
Effective January 1 , 1988, Presidents Island w as m erged into
Laclede Steel Com pany. In 1988 intangible assets w ere re
duced by $ 9 1 4 ,0 0 0 representing the utilization of all tax loss
and investm ent credit carry forw ards from this acquisition.
In D ecem ber 1986 the Com pany purchased the net assets
of Mid A m erica Spring W ire, Inc. and renam ed the operation
Laclede Mid A m erica, Inc.
In Septem ber 1988 Laclede C hain M anufacturing Com pany
purchased the assets of LaG rand Chain of Portland, O regon.
Intangible assets represent the excess of the purchase
price of the acquisitions over the fair value of the net assets
acquired and are am ortized on a straight-line basis over 25
years.

Excess of Cost O ver N et Assets of Businesses Acquired
The excess of the cost over the fair value of net assets of
businesses acquired is am ortized on a straight-line basis over
periods not exceeding 4 0 years. T he am ortization recorded for
1 9 8 8 , 1987 and 1986 w as $ 2 .2 m illion, $ 2 .0 m illion and $ 1 .3
million, respectively. Accum ulated am ortization at D ecem ber
3 1 , 1988 and 1987 w as $ 1 2 .7 million and $ 8 .9 million, respec
tively. In 1987, the Com pany w rote off $ 6 .0 m illion of the
excess of th e cost o ver th e fa ir va lu e o f net assets of
businesses acquired as part of a m ajor restructuring.

NORTEK, INC. (DEC)

Total Property and Equipment, net.................. .
Other Assets:
Goodwill less accumulated amortization of
$11,543,000 and $7,693,000......................
Deferred debt expense, net..............................
Investment in Stanley Interiors Corporation.....
Net assets of discontinued operations..............
Other.................................................................

1987
1988
($000)
$196,500 $187,391

135,487
10,211
—

9,031
54,565
209,294

142,432
12,629
24,018
16,808
40,295
236,182

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Goodwill (C ost of Purchased Businesses in Excess of N et
Assets Acquired)
The Com pany has classified as goodwill the cost in excess
of fair value of the net assets (including tax attributes) of
com panies acquired in purchase transactions. Purchase price
allocations are subject to refinem ent until all pertinent inform a
tion regarding the acquisitions is obtained. Goodwill is being
am ortized on a straight-line m ethod over 4 0 years. Am ortiza
tio n c h a rg e d to c o n tin u in g o p e ra tio n s a m o u n te d to
$ 3 ,8 3 4 ,0 0 0 , $ 2 ,9 9 3 ,0 0 0 , and $ 2 ,3 4 1 ,0 0 0 for 1 9 8 8 , 1987 and
1986, respectively.
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2

Patents
HARMON INDUSTRIES, INC. (DEC)
1988

1987

($ 000)

Net property, plant and equipment.......................
Cost in excess of fair value of net assets of sub
sidiaries acquired, net of amortization of
$742,000 in 1988 and $539,000 in 1987........
Patents, net of amortization of $1,263,000 in
1988 and $832,000 in 1987............................
Other assets.........................................................

$18,215

(In Part): Balance Sheet Information

Intangible and Other Assets, Net
Patents and tradenames.............................
$ 55,243
$ 54,405
Customer lis ts .................................................
50,451
50,202
Other identifiable intangibles...........................
22,403
22,390
Excess of cost over acquired assets...........
270,012
266,516

$11,283

1,459

1,276

1,580
1,723

1,969
1,638

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Accumulated amortization..............................

398,109
393,513
(39,903) (20,536)

Investments in securities................................
Other................................................................

358,206
12,125
17,924

Total.......................................................

$388,255

372.977
9,514
18,739
$401,230

FRUEHAUF CORPORATION (DEC)
1987

1988

1 (In Part): Summary o f Significant Accounting Policies

($000)

Patents
The cost of patents acquired is being amortized on a
straight-line basis over the estimated remaining economic
lives of the respective patents, which is less than the statutory
life of each patent.

Total property, plant and equipment..................
intangible assets less accumulated amortization
of $6,648 and $3,324 at December 3 1 , 1988
and 1987, respectively (Note 3 ) ....................

Cost in Excess of Fair Value of Net Assets Acquired

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Cost in excess of the fair value of net assets acquired is
amortized on a straight-line basis over ten years.

$735,827

$790,509

120,318

123,643

Note 1 (In Part): Organization and Summary o f Accounting
Principles

Intangible Assets

Tradenames

Intangible assets are amortized on a straight-line basis over
the estimated lives of the assets as follows:

ECOLAB INC. (DEC)

Years
1987

1988
($000)

Property, Plant and Equipment, Net..................
Intangible and Other Assets, Net.......................

$268,674
388,255

$257,239
401,230

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Intangible Assets. Intangible assets represent costs allo
cated to patents and tradenames, customer lists and other
specifically identifiable assets arising principally from busi
ness acquisitions. The assets are amortized on a straight-line
basis over their estimated useful lives or over 40 years for
tradenames. Intangible assets also include the excess of cost
over the fair value of tangible and identifiable intangible assets
acquired, principally related to business acquisitions in 1987
and fiscal 1987. Such excess costs are being amortized on a
straight-line basis over various periods not exceeding 40
years.

Trade names................................................................................
Manufacturing technology............................................................
Sales and service network............................................................
License agreements.....................................................................

40
40
20
20

Note 3— Intangible Assets

The intangible assets, net of amortization at December 31,
1988 and Decem ber3 1 , 1987, recorded in connection with the
Acquisition are as follows (Dollars in Thousands):
December 31
1988
1987
Trade names.......................................................
Manufacturing technology..................................
Sales and service network..................................
License agreements...........................................

$ 60,491
50,109
9,097
621

$ 62,197
51,428
9,375
643

Total..............................................................

$120,318

$123,643

1988

1987

NACCO INDUSTRIES, INC. (DEC)

($ 000)

Property, Plant and Equipment, Net..................
Deferred Charges
Patents, trademarks and goodwill, n e t.........
Deferred costs...............................................
Deferred income taxes...................................

$312,640
65,399
31,196
96,595

$304,918

28,611
2,253
30,864
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NOTES TO CONSOLIDATED FIN AN C IAL STATE 
MENTS

HUNT MANUFACTURING CO. (NOV)
1988

Note A (In Part): Accounting Policies

Patents, Trademarks and Goodwill: Trademarks and good
will represent the excess purchase price paid over the value of
the net assets acquired in the acquisition of Proctor-Silex, Inc.
and The Kitchen Collection, Inc. and are being amortized on a
straight-line basis over a forty-year period. Patents aggregat
ing $2.3 m illion are being amortized using the straight-line
meth od over their remaining lives. Total amortization expense
of patents, tradem arks and goodwill was $1.4 million during
1988.

License Agreements

1987

($000)

Total current assets...........................................
Property, plant and equipment, at cost, less
accumulated depreciation andamortization...
Excess of acquisition cost over net assets ac
quired, less accumulated amortization..........
intangible assets, at cost, less accumulated
amortization...................................................
Other assets.......................................................

$ 65,557

$53,114

30,616

27,182

5,920

3,693

9,746
1,131

10,860
1,928

Total Assets.......................................................

$112,970

$96,777

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

HASBRO, INC. (DEC)

1 (In Part): Summary o f Significant Accounting Policies:
1988

1987

($000)

Property, plant and equipment, net.

$164,981

$176,253

Other assets
Cost in excess of acquired net
assets, less accumulated amor
tization of $20,436 in 1988 and
$15,931 in 1987.........................
Other intangibles, less accumulated
amortization of $18,695 in 1988
and $12,666 in 1987..................
Other...............................................

158,595

163,461

41,798
10,531

37,358
6,288

Total other assets........................

210,924

207,107

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Depreciation and Am ortization:
Depreciation fo r financial reporting purposes for the major
ity of assets is computed by the straight-line method. Depre
dation for tax purposes is computed principally using acceler
ated methods. The excess of acquisition cost over net assets
acquired is amortized on a straight-line basis over forty years.
The costs of all other intangible assets, comprised prim arily of
covenants not to compete, customer lists, licensing agree
ments and patents, are amortized on a straight-line basis over
their respective estimated useful lives, ranging from three to
seventeen years. Am ortization of assets under capital leases
which contain purchase options is provided over the assets’
useful lives. Other capital leases are amortized over the terms
of the related leases or asset lives, if shorter.
5. Intangible Assets:
Intangible assets at the end of fiscal years 1988 and 1987
are as follows:

1 (In Part): Summary o f Significant Accounting Policies

Depreciation and Amortization
Depreciation and amortization are computed using acceler
ated and straight-line methods to amortize the cost of proper
ty, plant and equipment over their estimated useful lives. The
principal lives, in years, used in determ ining depreciation rates
of various assets are: land improvements 15 to 19, buildings
and improvements 15 to 25 and m achinery and equipment 3 to

12.

Tools, dies and molds are amortized over a three year
period or their useful lives, whichever is less, using an acceler
ated method. Am ortization is credited directly against the cost
of the assets.

1988

1987

Covenants not to compete.....................
Customer lists........................................
Licensing agreements.............................
Patents...................................................
Other.......................................................

$ 8,037,000
1,510,000
1,154,000
1,289,000
80,000

$ 8,037,000
1,510,000
2,054,000
1,475,000
80,000

Less accumulated amortization..............

12,070,000
2,324,000

13,156,000
2,296,000

$ 9,746,000

$10,860,000

Software Development Costs

Substantially all costs in excess of net assets (goodwill) of
subsidiaries acquired are being amortized on the straight-line
method over forty years.

CHYRON CORPORATION (JUN)

Other intangibles, which include the cost of license agree
ments, trademarks and copyrights, are being amortized over
five to twenty years using the straight-line method.

1988

1987

Total current assets...............................

$38,501,000

$31,336,738

Marketable securities.............................
Trade notes receivable..........................
Property and equipment, n e t................
Excess cost of investments over net
assets acquired.................................
Software development costs.................
Other assets..........................................

9,501,000
10,218,532
5,085,610

10,110,500
5,762,147
4,742,181

3,177,262
2,758,708
1,518,560

3,400,347
1,853,850
1,296,014

Total Assets.......................................... .

$70,389,570

$58,501,777
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS

Software Development Costs
Certain software development costs are being capitalized
and amortized over their estimated economic life, principally 5
years, commencing when each product is available for gener
al release.

The following is a summary of software development costs
capitalized: ($000)
For the Years
EndedJune 30,

1988

Amounts capitalized..............
Less: Amortization................

$1,382
477

Net software development
costs................................

$ 905

1987

1986

Total

$1,120
249

$1,110
128

$3,612
854

$ 871

$ 982

$2,759

Customer Lists

Engineering Drawings

BROWNING-FERRIS INDUSTRIES, INC. (SEP)

OAK INDUSTRIES, INC. (DEC)

1988

1988

1987

Total current assets......................................
Property and Equipment, at cost, less
accumulated depreciation of $742,248
and $599,700.........................

$ 532,369

1,428,957

$ 507,033

Total plant and equipment....................................

$34,393

$42,745

1,193,399

OTHER ASSETS:
Goodwill and other intangible assets, less
accumulated amortization of $1,425 and
$619.............................................................
Other assets.....................................................

19,485
7,062

22,059
6,125

Total other assets........................................

26,547

28,184

Other Assets:
Cost over fair value of net tangible assets
of acquired businesses, net of
accumulated amortization of $12,073
and $10,716 .......................................
Other intangible assets, net of accumu
lated amortization of $69,440 and
$52,638..............................................
Solid waste revenue bond funds.............
Other....................................

59,097

48,210

127,594
3,221
106,876

113,362
3,170
72,402

Total other assets....................................

296,788

237,144

$2,258,114

$1,937,576

Total assets.....................

1987

($ 000)

($ 000)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Intangible assets.
The cost over fair value of net tangible assets of acquired
businesses is amortized on the straight-line method over
periods not exceeding 40 years. Other intangible assets, sub
stantially all of which are customer lists, are amortized on the
straight-line method over their estimated lives, typically no
more than seven years. Am ortization expense for fiscal years
1988, 1987, and 1986, most of which related to intangible
assets, was $27,165,000, $21,098,000, and $12,487,000, re
spectively.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Statem ent o f Accounting Policies

Intangible Assets
Goodwill and other intangibles, and the related amortization
are as follows (Dollars in thousands):
Other
Goodwill Intangibles
Balance, January 1 , 1987.............
Additions.......................................
Amortization..................................
Balance, December 31, 1987........
Amortization..................................
Purchase price adjustment............
Balance, December 31, 1988........

$

24
18,405
(331)
18,098
(418)
(1,768)

$15,912

$

17
4,204
(260)
3,961
(388)
—

$3,573

Total
$

41
22,609
(591)
22,059
(806)
(1,768)

$19,485

Goodwill represents the excess of the cost of acquired
businesses over the fair market value of their net assets.
Goodwill is being amortized on the straight-line method over a
period of forty years. Other intangibles, including patents,
engineering drawings and software, are stated at cost and
amortized on the straight-line method over periods of 5 to 12
years.

156

Section 2: B alance Sheet

Product Technology

Purchased software.........................7 years
Technology......................................5-15 years
Patents............................................ Lesser of economic or legal life

WESTERN DIGITAL CORPORATION (JUN)
1988

1987

($000)

Net property and equipment...............................
Intangible and other assets (Note 1 ) ..................

$121,329
47,329

$75,559
16,135

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Accumulated amortization of goodwill and of other intangi
ble assets at October 3 1 , 1988 amounted to $4,172,000 and
$12,595,000, respectively, and at O ctober3 1 ,1987 amounted
to $3,082,000 and $8,597,000, respectively.

ROCKWELL INTERNATIONAL CORPORATION
(SEP)

(in thousands, except share data)
1988

1 (In Part): Summary o f Significant Accounting Policies

Intangible and Other Assets
Intangible and other assets comprised the following (see
Note 2):
1988

1987

$31,540

$6,785

6,450
5,000
9,063

6,450
—
—

Less accumulated amortization..........................

52,053
(8,726)

13,235
(5,097)

Net intangible assets.........................................
Other assets......................................................

43,327
4,002

8,138
7,997

$47,329

$16,135

Purchased technology related to the acquisition
of companies................................................
Purchased technology acquired from part
nerships ........................................................
Covenant not to compete...................................
Goodwill.............................................................

Intangible assets are capitalized at cost and are amortized
on a straight-line basis over periods ranging from three to
fifteen years.

WHITTAKER CORPORATION (OCT)
1987

1988
($000)
OTHER ASSETS
Goodwill, net of amortization.......................... ..
Other intangible assets, net of amortization....
Notes and other noncurrent receivables..........
Net assets of discontinued operations held for
sale.............................................................
Miscellaneous.................................................

$ 44,756
25,130
7,775

$ 44,637
25,669
12,232

38,165

23,097
35,204

115,826

140,839

—

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

(D) Intangibles:
Goodwill resulting from acquisitions made prior to Novem
ber 1 , 1970 is not amortized unless, in the opinion of manage
ment, it is diminishing in value. Goodwill arising from acquisi
tions made subsequent to October 31, 1970 is amortized
using the straight-line method over 40 years. Amortization of
other intangible assets is being provided on a straight-line
basis over the following periods:

1987

($ Millions)
Net property......................................................

$2,640.4

$2,669.1

Intangible assets................................................

1,053.6

1,098.0

Other assets......................................................

589.7

350.1

NOTES TO FINANCIAL STATEMENTS
5. Intangible Assets
Intangible assets at September 30 are summarized as fol
lows (in m illions):
1988

1987

Patents, product technology and other intangi
bles, less accumulated amortization (1988,
$340.8 million; 1987, $250.7 m illion)..........
Goodwill, less accumulated amortization (1988,
$53.6 million; 1987, $39 m illion).................

$ 572.8

$ 629.7

480.8

468.3

intangible assets................................................

$1,053.6

$1,098.0

Patents, product technology and other intangibles, relating
principally to Allen-Bradley, are being amortized on a straightline basis over their estimated useful lives, generally ranging
from 5 to 20 years.
Goodwill represents the excess of the cost of purchased
businesses over the fair value of their net assets at date of
acquisition and generally is being amortized by the straightline method over periods ranging from 15 to 40 years.
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Other Noncurrent Assets

OTHER NONCURRENT ASSET
CAPTIONS

TABLE 2-19: OTHER NONCURRENT ASSETS
Number of Companies

Table 2-19 summarizes the nature of assets (other than
property, investments, noncurrent receivables, and intangible
assets) classified as noncurrent assets on the balance sheets
of the survey companies. Examples of other noncurrent asset
presentations and disclosures, except assets leased to
others, follow. Examples of assets leased to others are pre
sented in connection with Table 2-28.

Property Held For Sale
BAKER HUGHES INCORPORATED (SEP)
1987

1988
($000)
Property— ne t....................................................
Other Assets (Note 2):
Property held for disposal..................................
Investments, including investments in uncon
solidated subsidiaries....................................
Long-term notes receivable...............................
Other assets......................................................
Excess costs arising from acquisitions— less
accumulated amortization: 1988, $10,080;
1987, $8,068................................................
Total other assets.........................................

$647,788

$737,102

78,658

88,301

41,911
55,600
39,795

36,197
39,623
63,986

51,469

39,166

267,433

267,273

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2 (In Part): Summary o f Significant Accounting Policies
P ro p e rty h e ld fo r d is p o s a l:

Property held for sale..........
Prepaid pension costs..........
Segregated cash or securities
Assets leased to others........
Debt issue costs....................
Deferred income taxes..........
Assets of nonhomogeneous
operations.........................
Cash surrender value of life
insurance..........................
Prepaid expenses..................
Start up costs.......................
Other identified noncurrent
assets...............................

1988

1987

1986

1985

49
49
36
34
26

56
51
52
18

58
23
46

22

21
20

12

16

16

64
—
62
23
15
13

11

_

_

_

10

11
2

10
6

10
6

4

7

4

44

62

71

9
7
56

Summarized results of these businesses are shown separ
ately as Discontinued Operations in the accompanying con
solidated financial statem ents w ith assets and liabilities
shown at their estimated fair market value. Combined operat
ing results of these businesses are as follows:

Net sales...................................... .

1988

1987

1986

$117,711

$106,423

$113,978

Earnings (loss) before income
taxes........................................ . $ (5,739)
Income tax benefit.......................
1,888

$(11,782) $ (3,781)
5,094
1,587

Earnings (loss) from operations... . $ (3,851) $ (6,688) $ (2,194)

P ro p e rty h e ld fo r d is p o s a l is s ta te d a t th e lo w e r o f c o s t o r
e stim a te d n e t re a liz a b le va lu e .

FAIRCHILD INDUSTRIES, INC. (DEC)

BROWN GROUP, INC. (JAN)
1989

1988

1988

Total Current Assets...........................................
Net Noncurrent Assets of Discontinued Opera
tions..............................................................
Other Assets......................................................
Property, Plant and Equipment, Net..................

$527,313

$493,129

10,533
43,533
146,831

19,384
32,048
128,314

$728,210

$672,875

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 2: D iscontinued Operations
During the fourth quarter of fiscal 1988, the corporation
adopted a formal plan to sell its Meis, The Linen Center, and
Etage specialty retailing companies. In connection with this
plan an estimated loss on disposal of $18.0 million, net of
income tax benefits of $10.0 m illion was recognized. This loss
includes expected losses from operations during the esti
mated phase-out period of $3.7 million, net of income tax
benefits of $1.9 million.

1987

($000)

($000)

Cost in excess of net assets acquired, less
accumulated amortization of $13,446 and
$11,664....................................................
Notes receivable and other assets.....................
Net assets of discontinued operations................

$57,529
17,080
14,675

$59,349
18,877
20,064

NOTES TO FINANCIAL STATEMENTS
Note 7 (In Part): Discontinued Operations

Effective December 31, 1986, the company decided to
close the Fairchild Republic Company’s Farmingdale, New
York plant and recognized a pretax provision of $50,400,000
for the estimated net loss resulting from program completion
and plant closing costs net of estimated proceeds from the
sale of property and equipment.
In 1987, the company completed the sale of several indust
rial businesses, its aircraft composite bonding plant, and the
Fairchild Aircraft Corporation and Fairchild Aircraft Service
Division. Metro Credit Corporation was sold in 1988.
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The net assets of the discontinued operations at December
31, consisted of:
In thousands

1988

1987

Working capital (including certain property,
plant and equipment)....................................
Property, plant and equipment..........................
Other assets.......................................................
Long-term liabilitie s ...........................................

$20,427
3,481
2,524
(11,757)

$15,689
3,609
16,806
(16,040)

Net assets..........................................................

$14,675

$20,064

Property, plant and equipment, for which a sale Is expected
to be completed within one year, is included in working capital
of discontinued operations at December 3 1 , 1988.

related assets to estimated realizable value. Also, during the
fourth quarter of 1987, the Company provided $2,000,000 for
additional estimated carrying costs related to the Atlantic Tube
Division shutdown.
Assets held for disposition at October 31,1988 and 1987 of
$3,030,000 and $3,083,000 respectively, consist principally of
property, plant and equipment, inventory, accounts receivable
and accrued expenses.

THE PERKIN-ELMER CORPORATION (JUL)
1988

1987

($000)

HON INDUSTRIES INC. (DEC)
1987

1988
($000)
Total Current Assets...........................................
Real Estate Held for Resale...............................
Property, Plant, and Equipment.........................
Other Assets.......................................................
Net Noncurrent Assets of Discontinued Opera
tions..............................................................
Note Receivable.................................................
Investment in Equipment Leases.......................

$175,367
1,835
94,339
4,387

Total Assets.......................................................

$275,928

$139,679
1,981
95,372
5,656
2,667

—

—

—

—

$245,355

N O T E S TO C O N S O LID A T E D F IN A N C IA L STATE
MENTS
Summary of Signific a n t Accounting Policies (In Part)

Real Estate Held for Resale
Real estate held for resale is stated on the basis of cost,
including interest capitalized during development. For income
tax purposes, such interest is expensed in the period paid or
accrued.
QUANEX CORPORATION (OCT)
1988

1987

($000)

Total current assets...........................................
Assets held for disposition (Note 2 )..................
Property, plant and equipment..........................
Other assets.......................................................

$153,107
3,030
141,640
3,688

$111,101
3,083
155,766
7,662

$301,465

$277,612

N O TE S TO C O N S O LID A T E D F IN A N C IA L STATE
MENTS

2. Business Dispositions
During the fourth quarter of 1988, the Company decided to
liquidate its oil country facility located in Cheyenne, Wyoming,
because of continued market deterioration. Consequently, the
Company recognized a provision for business disposition of
$1,500,000 to reduce related assets to their estimated realiz
able value.
During the fourth quarter of 1986, the Company decided to
cease operations at its Atlantic Tube Division and recognized
a provision for business disposition of $4,000,000 to reduce

Property, plant and equipment, net....................

$270,249

$229,826

Other Assets
Other investments, patents, deferred
charges, goodwill, etc.............. ................
Net assets of discontinued operations..........

63,228
159,197

64,148
145,302

Total other assets..............................................

222,425 209,450

N O TES TO C O N S O LID A T E D F IN A N C IA L STATE
MENTS
Note 1 (In Part): Accounting Policies and Practices

Discontinued Operations. The consolidated financial state
ments have been restated to reflect the net assets and operat
ing results of Concurrent Computer Corporation as a discon
tinued operation (see Note 12). The net asset of the discon
tinued business have been reclassified in the Consolidated
Balance Sheet as net assets of discontinued operations. The
operating results of this discontinued segment are shown in
the Consolidated Statement of Operations as net income from
discontinued operations.
Note 12. Discontinued Operations

The Company reached an agreement with Massachusetts
Computer Corporation (MASSCOMP) to tender its 9.4 million
shares of Concurrent Computer Coloration. These shares
represent an 82% ownership of Concurrent Computer Cor
poration. Under an agreement with MASSCOMP, the Com
pany sold its shares of Concurrent Computer Corporation
stock at $20 per share. The transaction will be included in the
Company’s results of operations during Fiscal Year 1989. The
Company anticipates a nominal after-tax gain on the disposal.
As a result of the sale, the prior year amounts in the consoli
dated operating statements have been restated to conform to
the 1988 discontinued operation presentation.
The income from discontinued operations is as follows:
(Dollar amounts in millions)

1988

1987

Net revenues......................................
$263.1
$247.7
Costo f sales......................................
136.7
137.5
Operating expenses...........................
109.9
100.5
Interest income (expense), net..........
3.1
.3
Other income (expense)............................
(.9)
.5
S ubtotal............................................
Gain on sale of stock.........................
Income taxes............................................
Minority interest.......................................
Net income........................................

1986
$244.8
133.0
101.0
(2.2)
(.6)

18.7

10.5

8.0

—

—
2.6
1.4

5.6
1.9
.1

4.3
2.7
$ 11.7

$

6.5

$ 11.6
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At July 31, the components of the total net assets of discon
tinued operations, which are included in the Consolidated
Balance Sheet, are as follows:

(Dollar amounts in millions)
Assets
Cash and short-term investments.............. ................
Accounts receivable, net............................. ................
Inventories.................................................... ..............
Prepaid expenses.......................................... ..............
Fixed assets, net.......................................... ................
Other assets.................................................. ................
Total assets.................................................. ................
Liabilities
Short-term loans payable ............................ ................
Accounts payable.......................................... ..............
Accrued expenses........................................ ..............
Long-term debt............................................. ..............
Other long-term liabilities............................ ..............
Minority interest payable ............................. ..............
Total liabilities.............................................. ..............
Net assets..................................................... ................

$ 1 0 0 .5

$ 77.1

5 1 .7

5 6 .8

34.1

4 5 .8

1 1.0

1 2 .2

6 4 .7

56.1

9 .5

5 .9
$ 2 5 3 .9

$ 2 0 .3

$ 1 6.7

1 2 .9

1 5.9

3 3 .0

3 4 .5

6.1

8 .0

3 .9

1 .5

1988

1987

($ 000)
OTHER ASSETS:
Investment in unconsolidated subsidiary and
a ffilia te s ................................................................

$ 3 2 9 ,4 3 7

$ 2 8 2 ,9 2 4

Cost in excess of net assets of purchased
businesses...........................................................

9 9 ,6 4 7

102 ,89 2

Deferred loan c o s ts ................................................

3 6 ,3 9 3

4 1 ,4 1 5

Prepaid pension c o s ts ...........................................

4 7 ,7 7 8

4 7 ,3 0 5

Long-term investm ents..........................................

1 ,1 0 0

3 1 ,1 0 0

O th e r...........................................................................

3 0 ,0 3 9
5 4 4 ,3 9 4

2 4 ,7 4 6
5 30 ,38 2

36.1

3 2 .0

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

1 12 .3

1 0 8 .6

(Figures in thousands, except for per share and percentages)

$ 1 5 9 .2

$ 1 4 5 .3

UNITED FOODS, INC. (FEB)
NET PROPERTY AND EQUIPMENT..........
OTHER:
Property and equipment held for dis
posal .................................................
Miscellaneous.......................................
TOTAL OTHER ASSETS......................

BANNER INDUSTRIES. INC. (JUN)

1987

1988

$ 2 7 1 .5

Prepaid Pension Costs

$ 4 9 ,3 2 2 ,6 1 4

$ 3 0 ,5 0 2 ,9 9 6

5 4 6 ,7 2 5

4 ,3 0 1 ,4 8 7

6 9 0 ,0 9 5

6 4 0 ,0 2 9

1 ,2 3 6 ,8 2 0

4 ,9 4 1 ,5 1 6

SUMMARY OF ACCOUNTING POLICIES

14 (In Part): Pensions
All the Company’s domestic defined benefit plans have
assets in excess of the accumulated benefit obligation. Plan
assets include commingled funds, marketable equity securi
ties, deposit administration insurance contracts and corporate
and government debt securities.
The following table presents a reconciliation of the funded
status of the domestic plans:
June 30,

June 30,

1988

1987

Vested b e n e fits ........................................................

$ 1 5 3 ,3 9 3

$ 1 4 4 ,0 7 5

Nonvested benefits..................................................

5 ,1 6 0

14,5 34

Accumulated benefit obligation...........................

1 5 8 ,5 5 3

1 58 ,60 9

Projected benefit obligation:

Property, Equipment, Depreciation and Amortization
Property and equipment, other than capital leases, are
stated at cost. Capital leases are capitalized based on the
lower of the present value of future minimum lease obligations
or the fair value of the asset leased.
Depreciation on property and equipment is computed prin
cipally on the straight-line method for financial reporting pur
poses over the following estimated useful lives;

Effect on projected future compensation
levels.......................................................................

Plan assets at fair valu e ........................................

6 ,4 4 3

8 ,2 2 3

1 6 4 ,9 9 6

166 ,83 2

2 2 5 ,9 6 4

2 2 6 ,7 9 9

6 0 ,9 6 8

5 9 ,9 6 7

Plan assets in excess of projected benefit
obligation...............................................................
Unrecognized reduction in the excess of plan

Years
Buildings........................................................................................
E quipm ent.....................................................................................
Capital leases................................................................................

15-60

3-13
Term of lease

For income tax purposes, depreciation on property and
equipment is computed primarily on accelerated methods.
Property and equipment, held for disposal, represents cer
tain under-utilized facilities and equipment as well as other
non-operating properties which are carried at the lower of cost
less accumulated depreciation or estimated realizable value.

assets over projected benefit oblig ation. . ..

1 2 ,4 5 9

11,461

Net prepaid pension c o s t .....................................

$ 7 3 ,4 2 7

$ 7 1 ,4 2 8

in connection with the acquisition of Rexnord by the Co m
pany and the revaluation of assets as of February 2 8 , 1987,
the excess of the fair value of plan assets over the projected
benefit obligation at that date was recorded as prepaid pen
sion cost. As of June 3 0 , 1988 and 1987, prepaid pension cost
reflected in the accompanying consolidatedbalance sheet
was $47,778 and $47,305, net of related income tax liability of
$25,649 and $26,797, respectively. In connection with the
acquisition of Rexnord, $40,000 of the excess of fair value of
plan assets over the projected benefit obligation at February
2 8 , 1987 must remain in the plan for funding of future pension
benefits.
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INCSTAR CORPORATION (MAR)

E-SYSTEMS, INC. (DEC)

TOTAL CURRENT ASSETS........................... .
OTHER ASSETS:
Prepaid pension costs— Note I .....................
Deferred charges and other..........................

1987
1988
($000)
$497,312 $432,249
35,317
13,035
48,352

24,537
13,313
37,850

RESTRICTED CASH......................................
INTANGIBLE ASSETS...................................
OTHER ASSETS...........................................

1988

1987

$1,838,600
1,036,500
981,600

S
—
107,100
127,000

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Note / (In Part): Employee Benefits

The follow ing table sets forth the funded status and
amounts recognized in the Consolidated Balance Sheet for
the Company’s defined benefit pension plans, excluding the
SERP:
1987
1988
(In Thousands)

Restricted Cash
The restricted cash at March 31,1988 represents the unex
pended proceeds of the industrial development revenue
bonds obtained specifically for construction of the new manu
facturing facility.
THE MEAD CORPORATION (DEC)

Actuarial present value of benefit obliga
tions:
Vested benefit obligation.....................

$(200,688)

$(168,120)

Accumulated benefit obligation..............

$(232,620)

$(205,585)

Projected benefit obligation..................
Plan assets at fair value...........................
Plan assets in excess of projected benefit
obligation..........................................
Unrecognized net loss.............................
Prior service cost not yet recognized in net
periodic pension cost..........................
Unrecognized net asset at January 1 , 1986,
net of amortization.............................
Prepaid pension costs.............................

$(317,654)
455,948

$(266,024)
430,489

138,294
41,121

164,465
16,046

3,262

3,576

(147,360)
$ 35,317

(159,550)
$ 24,537

($ millions)
Total current assets.................................................
Investments and other assets;
Investments In and advances to jointly-owned
companies......................................................
Other assets (Note D).........................................

$959.9

$958.7

95.4
774.3

116.1
255.4

869.7

371.5

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
D. Other Assets
December 31

Segregated Funds

1987

1988

1987

1988

(All dollar amounts
in millions)

CULP, INC. (APR)
1988

1987

($000)
Total current assets................................................. $ 64,633 $64,449
Restricted funds held by trustee for capital projects
3,792
6,907
Property, plant and equipment, net.........................
32,773
26,071
Other assets.................................................................
2,649
904
$103,847

$98,331

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Accounting Policies

Restricted Funds Held By Trustee For Capital Projects—
Restricted funds consist of investments which were purchased
with proceeds from the industrial revenue bond issues and are
invested pending application of such proceeds to project costs
or prepayment. The investments are stated at cost which
approximates market value.

Funds restricted for construction..........................
Intangible assets, principally goodwill..................
Purchase price to be allocated (Note H )..............
Rental equipment— net.........................................
Pension asset (Note N )........................................
Investments in domestic and overseas companies
Deferred charges...................................................
Cash surrender value of life insurance.................
Notes and accounts receivable..............................
Other.....................................................................

$280.3
168.4
209.6
28.8
33.1
12.1
21.9
13.6
4.6
1.9

$

$774.3

$255.4

167.0
25.3
15.6
15.5
15.1
8.9
4.4
3.6

Funds restricted for construction include marketable equity
securities and adjustable rate preferred stocks with a cost of
$88.2 million, which approximates market.
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Debt Issue Costs

Cash Surrender Value

RICHARDSON ELECTRONICS, LTD. (MAY)

THE AMERICAN SHIP BUILDING COMPANY (SEP)

1988

1988

1987

OTHER ASSETS
Deferred financing costs.................................
Sundry........................................................

$2,830
5,628
8,458

1987

($000)

($000)

$3,031
6,144
9,175

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Total property, plant and equipment..................
COST IN EXCESS OF NET TANGIBLE ASSETS OF
BUSINESS ACQUIRED, less amortization........
NOTE RECEIVABLE.........................................
OTHER ASSETS (Note 1).................................
DEFERRED PROJECT COSTS...........................

$53,599

$57,614

740
2,278
1,387
1,061

772
2,270
570
897

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Note A (In Part): Significant Accounting Policies

Deferred Financing Costs: Deferred financing costs are
amortized over the term of the related indebtedness by the
interest method.

1 (In Part): Company Operations and Summary o f Signifi
cant Accounting Policies:

Other Assets

HARLEY-DAVIDSON, INC. (DEC)
1988

1987

($ 000)

Total current assets.....................................
Property, plant, and equipment, at cost, less
accumulated depreciation and amortization...
Goodwill.....................................................
Deferred financing costs................................
Other assets................................................

$211,291

$197,904

110,788
70,210
4,495
4,330
$401,114

100,426
74,162
7,194
1,186
$380,872

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Deferred Financing Costs
Deferred financing costs are being amortized over the term
of the related debt based on principal outstanding.

DUPLEX PRODUCTS, INC. (OCT)
1988

1987

($ 000)

Other assets
Cash surrender value of life insurance policies, less
loans of $1,055,000 in 1988 and $1,143,000 in
1987 ................................................................
Notes receivable....................................................
Deposits and other.................................................

298
1,489
369
2,156

153
2,045
373
2,571

INTERNATIONAL RESEARCH AND
DEVELOPMENT CORPORATION (DEC)

WAXMAN INDUSTRIES, INC. (JUN)
1988
1987
($000)
Other Assets:
Cost of businesses in excess of net assets ac
quired, net.............................................
Unamortized debt issuance costs...................
Other..........................................................

At September 3 0 , 1988, other assets included $4,679,000
of cash surrender value of officers’ life insurance (with a face
amount of $18 m illion) less outstanding policy loans of
$3,785,000, and $316,000 of prepaid pension cost. At
September 30, 1987, other assets included $4,225,000 of
cash surrender value of officers’ life insurance (with a face
am ount of $18 m illion) less outstanding policy loans of
$3,772,000.

$ 8,285
1,122
3,477
12,884

$5,297
1,511
824
7,632

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies:

Unamortized Debt Issuance Cost
Debt issuance costs are being amortized on a straight-line
basis over the term of the related debt.

Total Current Assets...........................
Cash Value of Life Insurance— Note B...

1988
$17,587,876
931,718

1987
$13,306,676
874,915

Note B (In Part): Employment Agreement

The Corporation has an employment agreement with its
President which gives the President the right to name the
beneficiary of insurance policies on the President’s life which
are owned by the Corporation. Under the agreement, the
Corporation retained the 1979 cash value of the policies, plus
an amount equal to the premiums it pays during the Presi
dent’s remaining years of service. The agreement further
provides that the portion of insurance payable to the named
beneficiary shall not be less than $1,000,000. At December
31, 1988, the beneficial amount of the insurance policies
approximated $2,000,000 and the Corporation’s cash value
approximated $646,000.
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Land Held For Expansion
CSP INC. (AUG)
1987

1988
($000)
$ 1 6 ,1 6 9

$ 1 7 ,8 8 4

2 ,5 6 9

1 ,0 7 5

Land held for future expansion, at cost...............

163

163

Deferred income ta x e s ...............................................

104

68

Other assets..................................................................

4 90

182

Total current a s s e ts .........................................................
Property, equipment and improvements, net of
accumulated depreciation and am o rtizatio n .......
Other assets;

7 57

4 13

$ 1 9 ,4 9 5

$ 1 9 ,3 7 2

1988

1987

Real Estate Projects
FISCHBACH CORPORATION (SEP)

($ 00 0 )
$35,221

$ 4 3 ,7 2 7

Investments in real estate p ro je c ts .............

6 ,4 4 6

2 2 ,8 6 5

Non-current receivables..................................

5 ,9 4 6

7 ,7 1 9

O th e r .....................................................................

2 9 ,0 6 8

17,611

Total other a s s e ts .............................................

4 1 ,4 6 0

4 8 ,1 9 5

Property, plant and equipment— n e t................. ........
Other Assets;

N O TES TO FIN A N C IA L STA TEM EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies
R eal Estate Projects and Interest C apitalized— The com
panies charge to the cost of real estate projects interest in
curred during the period of construction. These costs are
am ortized o ver the useful lives of the projects. During 1988 the
Com pany w rote off an investm ent in real estate am ounting to
$ 8 ,9 0 0 ,0 0 0 due to its inability to finance the project. In addi
tion, another real estate project held for sale w as reclassified
to other current assets.

T h e a tric a l film s a re firs t d istrib u ted in th e th e a tric a l,
videocassette and pay television m arkets. Subsequently,
theatrical film s are m ade available for w orldw ide television
network exhibition and/or television syndication. G enerally,
television film s are first licensed for netw ork exhibition a nd
foreign syndication or hom e video, and subsequently for
dom estic syndication or cable television. C ertain film s are
produced and/or distributed directly for initial exhibition by
local television stations, advertiser-supported cable televi
sion, pay television and/or hom e video. R evenues from the
theatrical distribution of film s are recognized as the film s are
exhibited. R evenues from television and pay television licens
ing agreem ents are recognized in the year th at the film s are
available for telecast. R evenues from the sale of videocas
settes, net of provision for estim ated returns and allow ances,
are recognized upon shipm ent of th e m erchandise.
Costs o f com pleted theatrical and television film produc
tions (including applicable capitalized interest and exploitation
costs) are am ortized and participation expenses are accrued
in the proportion that revenue recognized by the Com pany
during th e ye ar for each production bears to the estim ated
total revenue to be received from all sources, under the indi
vidual film forecast m ethod. Estim ated total revenues are
review ed quarterly and revisions to am ortization rates or w rite
downs to net realizab le value m ay occur.
Film costs, net o f am ortization, classified as current assets
include th e portion of unam ortized costs of com pleted theatri
cal film s allocated to theatrical, videocassette and pay televi
sion distribution, television film s in production which are under
contract of sale, and a portion of costs of com pleted television
film s. T h e allocated portion of released film costs expected to
be realized from secondary television or other exploitation is
reported as a noncurrent asset and am ortized as revenues are
recorded. O ther costs relating to film production, including the
purchase price of literary properties and related film develop
m ent costs, are classified as non-current assets. Abandoned
story and developm ent costs are charged to film production
overhead. Film costs are stated at the low er of unam ortized
cost or estim ated net realizab le value as periodically d eter
m ined on a film -by-film basis.
Note 7— Film Costs, N e t o f Amortization
December 31
($ in thousands)

Film Costs
MCA INC. (DEC)
1987

1988
($ 00 0 )
Noncurrent Assets
Film costs, net of amortization..........................

$

4 5 8 ,9 6 6

1987

R eleased..........................................................................

$ 4 3 7 ,5 3 6

Completed but not released.......................................

—

—

In p ro c e s s .......................................................................

1 0 4 ,0 7 3

1 67 ,61 5

273,801

2 8 6 ,1 3 8

Investment in unconsolidated companies .. . .

4 4 6 ,1 1 2

3 4 1 ,8 8 3

Intangible a s s e ts ....................................................

4 1 3 ,7 0 6

4 1 4 ,1 9 0

Deferred charges and other ass e ts ..................

1 1 8 ,4 5 7

1 06 ,71 2

1 ,7 1 1 ,0 4 2

1 ,6 7 9 ,1 2 0

5 4 1 ,6 0 9

5 2 2 ,1 6 8

R eleased..........................................................................

2 5 3 ,7 1 4

3 1 4 ,9 4 8

in process and unreleased........................................

4 2 ,5 3 0

2 4 ,9 0 0

2 9 6 ,2 4 4

3 3 9 ,8 4 8

Broadcast Program Rights (W W O R -T V )...............

1 0 4 ,6 6 4

4 7 ,2 8 0

Total Film Costs.............................................................

$ 9 4 2 ,5 1 7

$ 9 0 9 ,2 9 6

Current Film Costs.........................................................

$483 ,5 5 1

$ 3 7 9 ,0 9 9

Noncurrent Film C o s ts ..........................................
Total Film Costs.............................................................

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 1 (In Part): Sum m ary o f Accounting Policies

$ 3 5 4 ,5 5 3

Television Film Costs

5 30 ,19 7

$

Television license fees receivable.....................

Film R evenues and Costs

1988

Theatrical Film Costs

4 5 8 ,9 6 6

5 3 0 ,1 9 7

$ 9 4 2 ,5 1 7

$ 9 0 9 ,2 9 6

U nam ortized costs related to released theatrical and televi
sion film s aggregated $ 6 9 1 ,3 0 0 ,0 0 0 at D ecem ber 31 , 1988.
The Com pany currently anticipates th at approxim ately 81% of
the unam ortized released film costs w ill be am ortized under
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the individual film forecast method during the three years
ending December 3 1 , 1991.

Paragraphs 7 and 8 of Chapter 3A of ARB No. 43, as
amended by Statem ent o f Financial Accounting Standards
No. 6 and Sta tement o f Financial Accounting Standards No.
78, discuss the nature of current liabilities. Examples of the
various types of current liabilities follow:

Tax Benefit Leasee
NATIONAL SERVICE INDUSTRIES, INC. (AUG)
1987

1988

CURRENT LIABILITIES

SHORT-TERM DEBT

($000)
$228,422

$202,661

Other Assets:
Goodwill and restrictive covenants.............
Investment in tax benefits..........................
Miscellaneous.............................................

16,618
20,522
7,366

9,758
22,679
5,776

Total Other Assets ......................................

44,506

38,213

Property, Plant, and Equipment— ne t............. ..

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Accounting Policies

Investment in Tax Benefits
During fiscal 1982, the Company acquired Federal tax ben
efits under the safe harbor leasing provisions of the Economic
Recovery Tax Act of 1981 from Oglethorpe Power Corpora
tion for $31,500,000. in October, 1983, an additional payment
of $13,909,000 was made. Further payments of approximate
ly $7,196,000 are due in 1990. The purchase has been re
corded as an investment in tax benefits. The net gain from the
purchase of tax credits was amortized into other income at a
constant rate of return based on the Company’s unrecovered
investment at the beginning of each accounting period and
totaled $697,000 in 1987, and $1,547,000 in 1986. The invest
ment in Accelerated Cost Recovery System deductions being
amortized into other expenses based on a constant rate of
return was $17,000 in 1988, $966,000 in 1987, and $593,000
in 1986.

1988

1988

1987

1986

1985

84
154

88

112

110

177

165

171

128
51
36

125
31
29

118
46
28

108
46
27

Total Presentations.......
Number of Companies

453

450

469

462

Showing short-term debt.....
Not showing short-term debt.

390

210

411
189

405
195

411
189

Total Companies...........

600

600

600

600

Description

1987

($ 000)

Current Liabilities:
Short-term de bt............................................
Payables, trade and other..............................
Accrued payrolls and employee benefits........
Accrued income taxes...................................
Other accrued liabilities................................

$141,927
224,055
107,906
148,732
39,619

$115,765
181,777
97,240
108,337
34,548

Total current liabilities...................................

662,239

537,667

THE BLACK & DECKER CORPORATION (SEP)
1988

1987

($000)

Short-term borrowings.......................................
Accounts payable...............................................
Other accrued liabilities......................................

$215,483
160,666
370,271

$227,958
120,039
345,532

Total Current Liabilities..................................

746,420

693,529

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Thousands of Dollars Except Per Share Data)
Note 5: Short-Term Borrowings

Bank loans.........................................................
Commercial paper.............................................
Current maturity of long-term debt...................

TABLE 2-20: SHORT-TERM DEBT

Notes or loans
Payee indicated................
Payee not indicated..........
Short-term debt or borrow
ings ..................................
Commercial paper.................
Other....................................

AMP INCORPORATED (DEC)

1988

1987

$197,804
16,685
994

$221,478
3,400
3,080

$215,483

$227,958

During 1988, the Corporation entered into a 100 million
pound sterling revolving credit facility extending for a period of
up to five years with several banks. The facility provides for
variable interest rates based on the London interbank borrow
ing rate. Commitment fees of .125% per annum are payable
on the unused balance of the facility for the first year and at
.15% per annum thereafter. Of the total amount outstanding at
September 25, 1988, 15 million pounds sterling ($25,635)
have been classified as long term since the facility extends for
a period up to five years, and the Corporation does not intend
to repay this amount currently. At September 25, 1988, 10
million pounds sterling were available to the Corporation
under this facility.
The Corporation also has a revolving credit facility in the
amount of $90,000 with several commercial banks available
through December 3 1 , 1988. This facility is at various interest
rates at the Corporation's option based on the prime, London
interbank borrowing, certificates of deposit, bankers’ accep

164

Section 2: Balance Sheet

tance, or other negotiated rates; and it can also be used to
support the issuance of commercial paper in the United States
and in European markets through dealers at the best available
open market interest rates. Commitment fees are .25% on the
unused balance during the availability period. At September
25, 1988, the entire facility of $90,000 was available to the
Corporation.
Under terms of informal line of credit arrangements, the
Corporation may borrow up to an additional $229,000 on such
terms as may be mutually agreed upon. These arrangements
do not have term ination dates and are reviewed periodically.
No material compensating balances are required or main
tained.
During 1987, the Corporation entered into a series of in
terest rate swap agreements to manage interest rate risk on its
1987 and 1988 seasonal financing needs. The swap agree
ments cover $75,000 of seasonal financing needs for the
periods from July 1 to December 31, in each of these years, at
an average fixed interest rate of 6.7% and 8.2% for the
periods, respectively. The Corporation has also entered into
an interest rate cap agreement for the period July 1 to Decem
ber 3 1 , 1989. This agreement effectively lim its the Corpora
tion’s interest rate on $75,000 of seasonal financing needs to a
maximum of 8%.
Under the C orporation’s back-to-back transactions,
short-term borrowings and deposits of $7,616 and $84,102
have been eliminated from the balance sheet as of September
2 5 , 1988 and September 2 7 , 1987, respectively. Although the
legal right of offset exists as of the balance sheet date on all
back-to-back transactions, $36,951 of these transactions
which were eliminated from the balance sheet at September
2 7 , 1987, were of short duration and the loans and deposits
did not have matching maturities. At September 25, 1988,
back-to-back transactions of a short duration and without
matching m aturities were not eliminated from the balance
sheet.
Due to seasonal cash requirem ents, the Corporation’s
short-term borrowings fluctuate during the year with higher
requirements in the first and fourth fiscal quarters. The aver
age short-term borrowings outstanding during 1988 and 1987
were $215,000 and $226,000, respectively. The maximum
amounts outstanding during 1988 and 1987 were $399,000
and $398,000, respectively.

BRIGGS & STRATTON CORPORATION (JUN)
1988

1987

($000)

Current Liabilities:
Accounts Payable.........................................
Domestic Notes Payable...............................
Foreign Loans................................................
Accrued L ia b ilitie sWages and Salaries...................................
Warranty Expense......................................
Taxes, Other Than Income Taxes.............
Other.........................................................

$ 51,130
28,276
14,465

S 38,921
—
11,758

15,710
13,606
5,609
10,739

16,386
11,804
5,063
10,685

Total Accrued Liabilities............................
Federal and State Income Taxes...................

45,664
7,526

43,938
5,592

Total Current Liabilities..................................

147,061

100,209

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

(5) Domestic and Foreign Loans and Lines o f Credit:
The Company has domestic lines of credit at June 3 0 , 1988,
totaling $45,000,000. These arrangements provide for bor
rowing amounts for short-term use at the then prevailing rate.
There are no significant compensating balance requirements.

The following data relates to domestic loans:

Balance at June 3 0 ................................
Weighted Average Interest Rate at June
30 ......................................................
Maximum Amount Outstanding at Any
Month End........................................
Average Amount Outstanding.................
Weighted Average Interest Rate During
the Year.............................................

1988

1987

$28,276,000

None

7.64%

None

$40,152,000
$19,328,000

$28,427,000
$ 8,423,000

7.32%

6.29%

The lines of credit available to the Company in foreign
countries are in connection with short-term borrowings and
bank overdrafts used in the normal course of business. None
of these arrangements had material commitment fees or com
pensating balance requirements.
The following information relates to the foreign loans:

Balance at June 3 0 ................................
Weighted Average Interest Rate at June
30......................................................
Maximum Amount Outstanding at Any
Month End........................................
Average Amount Outstanding.................
Weighted Average Interest Rate During
the Year.............................................

1988

1987

$14,465,000

$11,758,000

4.37%

4.34%

$16,998,000
$14,283,000

$14,844,000
$13,230,000

4.15%

4.77%

CAMERON IRON WORKS, INC. (JUN)
1988

1987

($ 000)

Current Liabilities
Short-term debt (Note 4 ) ..............................
Current portion of long-term debt.................
Accounts payable...........................................
Accrued taxes on income..............................
Accrued pension costs..................................
Other accrued liabilities................................

$ 38,614
18,913
72,503
4,915
5,934
47,035

$ 28,530
30,750
43,983
3,542
4,986
73,372

Total Current Liabilities..................................

187,914

185,163

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(4) Short-Term D ebt
The Company had short-term lines of credit with various
foreign and domestic banks totaling $149,909,000 at June 30,
1988, and $116,672,000 at June 3 0 , 1987. Informal compen
sating balance arrangements exist with respect to certain of
these lines, but there are no commitment fee arrangements
relating to the lines. At June 3 0 , 1988, 1987 and 1986, out
standing short-term bank borrowings were $38,614,000,
$28,530,000 and $72,858,000, respectively. The weighted
average interest rates on these borrowings at June 3 0 , 1988,
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1987 and 1986, were 6.9%, 7.0% and 15.2%, respectively.
Short-term borrowing activity for 1988,1987 and 1986 was
as follows:
(Thousands of Dollars)
Category of
Borrowing

Maximum
Month-end
Balance

Average
Month-end
Balance

Related
Interest
Expense

Average
Interest
Rate

$110,359

$75,392

$ 7,024

9.3%

TRADE ACCOUNTS PAYABLE
A ll the survey com panies disclosed the existence of
amounts owed to trade creditors. As shown in Table 2-21,
such amounts were usually described as Accounts Payable
or Trade Accounts Payable.

CYCLOPS INDUSTRIES, INC. (DEC)

1988:
Notes to banks...... ..
1987:

1987

1988
($ 000)

Notes to banks......
1986:

72,793

55,576

4,072

7.3%

Notes to banks......

97,605

77,381

11,990

15.5%

ADOLPH COORS COMPANY (DEC)
1988

1987

(In thousands)
Current liabilities:
Short-term borrowings (Note 3 )....................
Accounts payable...........................................
Accrued salaries and vacations.....................
Taxes, other than income taxes.....................
Federal and state income taxes.....................
Accrued expenses and other liabilities..........

$ 18,000
135,460
43,772
27,532
9,771
49,630

Total current liabilities...................................

284,165

Current liabilities;
Current portion of long-term debt.................
Accounts payable (includes book overdrafts
of $14,678 and $1,180)...........
Employment costs........................................
Accrued income taxes...................................
Billings in excess of revenue recognized on
uncompleted contracts..............................
Other current liabilities..................................

$ 63,932

$ 67,663

80,320
60,486
6,155

71,067
41,226
7,093

12,913
28,282

9,737
17,542

252,088

214,328

Total current liabilities...................................
$
85,627
39,132
26,542
9,418
48,531
209,250

Note 3: Short-term Borrowings

At December 25, 1988, the Company had uncommitted
short-term line of credit arrangements with several banks
a m ounting to a p p ro xim a te ly $25 5,0 0 0,0 00 , o f w hich
$18,000,000 was used. The Company pays no commitment
fees for these arrangements which are on a funds available
basis. At December 2 5 , 1988, the weighted average interest
rate on short-term borrowings was 10.4%.

FEDERAL PAPER BOARD COMPANY, INC. (DEC)
1988

1988
($000)

Current Liabilities:
Accounts payable— trade............................. .....
Debt payable within one year......................
Short-term bank debt..................................
Dividends payable.......................................
Accrued salaries, wages and benefits.........
Federal income taxes payable......................
Accrued interest...........................................
Other current liabilities.................................

$ 44,676
14,533
10,400
7,849
33,552
8,482
9,723
19,214

$ 54,354
17,838
11,000
4,865
30,430
592
5,891
18,476

148,429

143,446

Total Current Liabilities...............................

WANG LABORATORIES, INC. (JUN)
1988

1987

($ millions)
Current Liabilities
Notes payable to banks.......................................
Commercial paper...............................................
Accounts payable, other payables and accruals ..
Unearned service revenue...................................
Income taxes......................................................
Dividends payable to stockholders......................
Portion of long-term debt due within one yea r...
Total Current Liabilities.......................................

$ 1 2 .8
56.5
407.2
166.1
6.7
6.5
53.4
709.2

$

8.3

391.0
148.0
16.5
6.4
83.2
653.4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note G. Notes Payable to Banks
Notes payable to banks are principally from international
sources and include borrowings under m ulti-currency credit
lines used prim arily to minimize the Company’s exposure to
foreign currency fluctuations. The Company had no significant
unused uncommitted credit lines at June 3 0 , 1988.

TABLE 2-21: TRADE ACCOUNTS PAYABLE
1988

1987

1986

1985

Accounts payable..................
Trade accounts payable........
Accounts payable combined
with accrued liabilities or
accrued expenses.............
Other captions......................

405
127

411
126

405
125

404
99

50
18

47
16

53
17

76
21

Total Companies........

600

600

600

600
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GENERAL HOST CORPORATION (JAN)

TABLE 2-22: EM PLOYEE RELATED LIABILITIES
1988

1989

Number of Companies

($ 0 0 0 )
Current liabilities:

1988

1987

1986

1985

Description

Accounts payable.....................................................

S 4 7 ,4 2 0

$ 5 5 ,6 1 3

Accrued expenses....................................................

5 3 ,9 6 9

4 5 ,4 3 3

Current portion of long-term d e b t.....................

1 5 ,7 2 2

6,921

com m ission..........................

3 06

3 10

3 18

333

Total current liabilities............................................

117,111

1 07 ,96 7

Compensation and/or Be
nefits.......................................

187

194

166

161
119

Pension or profit-sharing

NOTES TO FINANCIAL STATEMENTS
Note 6: Accounts Payable and Accrued Expenses

Accounts payable include amounts payable to brokers for
purchases of cash equivalents of $20,487,000 in 1988 and
$24,681,000 in 1987.
Accrued expenses are as follows:
1988

1987

Income ta x e s ....................................................... .............

$ 8,911

$ 2 6 ,1 3 8

Taxes, other than income ta x e s ................... .............

4 ,2 1 5

1 ,6 9 6

P a y ro ll.................................................................... .............

2 ,2 8 0

2 ,3 0 9

Insurance............................................................... .............

4 ,2 4 2

3 ,5 4 0

In tere s t.................................................................. .............

3,001

1 ,7 9 8

Litigation and settlem ents............................... .............

21,931

815

(In thousands)

O ther....................................................................... .............

Salaries, wages, payrolls,

9 ,3 8 9

9 ,1 3 7

$ 5 3 ,9 6 9

$ 4 5 ,4 3 3

contrib utio ns.......................

97

98

100

Compensated a b s e n c es ........

19

16

19

16

O t h e r ..........................................

32

43

41

38

4 92

Number of Companies
Disclosing employee related
liabilities.................................

4 84

496

4 89

Not disclo sing..........................

116

104

111

108

Total Companies............

600

600

600

600

STANHOME INC. (DEC)

Table 2-22 shows the nature of employee related liabilities
disclosed by the survey companies as current liabilities. Ex
amples of captions describing employee related liabilities fol
low.

ADDSCO INDUSTRIES, INC. (JUN)

S

4 ,6 1 3 ,6 4 9

$ 3 ,7 4 4 ,7 3 9

3 9 ,3 3 3 ,8 7 9

3 5 ,6 8 7 ,0 8 6

Dealers’ security deposits.......................

1 ,4 9 3 ,2 9 5

1 ,5 5 4 ,3 6 2

incom e.....................................................

1 4 ,0 1 4 ,7 4 6

1 5 ,8 9 7 ,5 1 4

Unredeemed coupons and certificates

1 ,0 1 7 ,7 4 0

1 ,1 2 5 ,8 1 8

Payroll and com m issions..................

9 ,4 5 2 ,1 7 2

1 0 ,6 1 1 ,8 9 7

Pensions and profit s h aring.............

7 ,2 7 9 ,0 6 9

6 ,5 8 6 ,1 2 4
7 ,0 5 7 ,3 2 9

Federal, state and foreign taxes on

Accrued expenses—

Vacation, sick leave and retirement

1988

1987

Current Liabilities
Note p a y a b le ............................................... ..

1987

Accounts payable.......................................

Notes and loans p ayable........................

EMPLOYEE RELATED LIA B ILITIES

1988
Current Liabilities:

$ 4 ,9 6 9 ,7 2 2

$ 4 ,4 0 0 ,0 0 0

Accounts payable:
T ra d e .........................................................

7 ,6 4 8 ,6 4 8

7 ,7 7 5,30 1

Affiliate................ ....................................

4 5 ,8 5 3

0

W ages.......................................................

5 7 2 ,1 9 0

5 1 4 ,9 7 7

Federal and state payroll ta xe s ........

1 1 7 ,3 4 0

194,461

Vacation allowance...............................

9 4 9 ,1 1 2

1 ,2 0 1 ,0 9 3

Interest and general ta x e s ................

203,261

1 8 9 ,64 9

W orker’s compensation c la im s .......

4 6 8 ,0 1 8

1 7 7 ,9 5 0

Deferred com pensation.......................

9 9 ,4 4 3

2 9 ,0 6 5

O th e r........................................................

4 5 ,2 4 3

18,511

in su ra n c e ..........................................

7 ,2 7 1 ,5 3 5

Payroll ta x e s ..........................................

2 ,3 1 2 ,5 2 5

2 ,5 7 4 ,7 4 3

O ther.........................................................

1 4 ,2 5 2 ,0 6 9

1 2 ,4 8 5 ,2 0 3

Dividends payable.....................................

3 ,3 9 8 ,2 8 1

2 ,4 4 7 ,9 7 4

Total current liabilities.............................

1 0 4 ,4 3 8 ,9 6 0

9 9 ,7 7 2 ,7 8 9

TOKHEIM CORPORATION (NOV)

Accrued liabilities:

Income taxes payable...............................

1 5 7 ,6 8 0

1 0,7 47

Total current liab ilities.............................

1 5 ,2 7 6 ,5 1 0

1 4 ,5 1 1 ,7 5 4

1987

1988
($ 00 0 )
Current liabilities:
Current maturities of term d e b t............... ..........

$ 1 ,6 9 6

S 1 ,7 1 6

Notes payable, banks.................................. ..........

3 7 ,8 0 3

2 3 ,9 2 5

Accounts payable.......................................... ..........

1 6 ,8 9 2

13,531

Salaries, wages and com m issions... ..........

2 ,7 4 4

3 ,6 1 9

Retirement plan contributions............. ..........

1 ,2 5 0

1 ,1 1 5
1,541

Accrued expenses:

Taxes, other than United States and for
eign income ta x e s ........................................

1 ,2 8 2

W a rra n ty .................................................... ..........

2 ,3 0 6

1 ,8 2 5

Compensated absences........................ ..........

2 ,3 2 2

2 ,2 0 5

O ther............................................................ ..........

2 ,5 1 5

2 ,7 7 9

1 2,4 19

1 3 ,0 8 4

United States and foreign income taxes ..........

2 ,4 9 8

2 ,4 6 7

Total current liabilities................................ ..........

7 1 ,3 0 8

5 4 ,7 2 3
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AMERICAN M AIZE-PRODUCTS COMPANY (DEC)

TABLE 2-23: CURRENT INCOME TAX LIABILITY

1987

1988

1988

1987

1986

1985

Income taxes...............................

3 60

3 50

358

346

T a x e s -t ype not s p e c ifie d .. ..

44

44

43

38

18

25

25

31

14

17

13

15

ta x e s ........................................

14

15

14

18

Federal income ta x e s ...............

15

12

17

20
12

($ 000)
Current liabilities:
Short-term d e b t .......................................................

$ 10,011

$ 1 5 ,0 0 0

Long-term debt, current installm ents...............

2 1 ,4 2 5

2,361

Accounts payable, trad e........................................

2 1 ,6 2 0

2 0 ,8 6 7

Accrued payroll and employee benefits...........

5 ,5 1 0

6 ,7 9 2

Accrued income ta x e s ...........................................

3 ,5 0 3

4,191

Accrued in tere s t.......................................................

3 ,1 8 5

2 ,7 7 9

Other accrued expenses........................................

1 1 ,1 4 3

7 ,3 5 6

Total current liabilities...........................................

7 6 ,3 9 7

5 9 ,3 4 6

CARPENTER TECHNOLOGY CORPORATION
(JUN)

Federal and state income
taxes ........................................
Federal, state, and foreign in
come t a x e s ............................
U. S. and foreign income

Federal and foreign income
taxes ........................................

6

7

10

Other captions............................

22

22

29

23

4 93

492

5 09

503

107

108

91

97

600

600

No caption for taxes payable.

1987

1988

Total Companies.............

600

600

($000)

Current liabilities:
Short-term debt...............................................
Accounts payable..............................................
Accrued compensation....................................
Accrued income taxes......................................
Other accrued liabilities...................................
Current portion of long-term debt..................
Total current liabilities......................................

$30,373
29,109
17,311
3,646
13,609
303

$17,410
18,764
24,706

94,351

79,752

BELDING HEMINW AY COMPANY INC. (DEC)

—
18,143
729

1987

1988
($ 00 0 )
Current Liabilities:
Notes payable and short-term borrowings

DOW JONES & COMPANY, INC. (DEC)

$

from banks............................................................

2 50

$

250

Current installments of long-term debt and

1987

1988
($000)
Current Liabilities:

Accounts payable—trade......................................
Accrued wages, salaries and commissions.........
Profit sharing and other retirement plan con
tributions payable.............................................
Other payables......................................................
Federal and state income taxes............................
Deferred income taxes..........................................
Unexpired subscriptions.......................................
Total current liabilities.....................................

$ 72,302
33,446

$ 67,368
30,161

21,883
40,631
66,065
6,750
160,881

18,949
49,746
43,456
11,451
171,253

401,958

392,384

INCOME TAX LIABILITY

capital lease obligation.....................................

2 ,5 4 2

501

Accounts payable—t rade.......................................

4 ,5 0 5

4 ,1 6 2

Accrued expenses and other liabilities.............

11,851

9 ,4 9 5

Federal income taxes p a y a b le .............................

285

2 ,0 8 9

Total Current Liabilities..........................................

1 9 ,4 3 3

1 6 ,4 97

BETZ LABORATORIES, INC. (DEC)
1988

1987

$ 5 ,0 0 0 ,0 0 0

Current Liabilities
Notes payable to b a n k ................................

$ 8 ,9 5 0 ,0 0 0

Trade accounts payable...............................

1 9 ,0 6 7 ,1 2 8

1 9 ,7 7 1 ,9 7 6

Payroll and related ta x e s ............................

1 7 ,3 2 4 ,1 3 6

1 2 ,8 6 1 ,9 9 0

Contributions due retirement p lan s ........

6 6 ,3 6 6

2 ,2 3 8 ,7 7 9

Accrued expenses........................................

6 ,3 6 0 ,2 5 9

6 ,9 4 9,04 1

Federal, foreign, and state income

Table 2-23 summarizes the descriptive balance sheet cap
tions used to describe the current liability for income taxes.

ta x e s ............................................................

1 ,3 6 0 ,6 4 3

3 ,8 0 3 ,0 6 5

Dividends p ayable........................................

6 ,4 8 6 ,5 2 8

5 ,8 1 3 ,8 3 9

Total Current Liabilities...............................

5 9 ,6 1 5 ,0 6 0

5 6 ,4 3 8 ,6 9 0

FREEPORT-MCMORAN INC. (DEC)

DEAN FO O D S COMPANY (MAY)
1988

1988

1987

1987

($ 000)

($000)

Current Liabilities:

Current Liabilities:

$ 3 0 7 ,0 8 4

$ 3 2 7 ,3 4 8

Accounts payable and accrued expenses........

1 2 5 ,8 8 8

107 ,19 2

Royalties payable..........................................................

2 3 ,4 8 5

1 8,4 72

Dividends payable...................................................

3 ,6 2 4

3 ,6 0 8

Long-term debt due within one year.......................

1 0 ,3 3 9

1 ,4 6 2

Federal and state income ta x e s ..........................

3,541

4 ,5 1 5

Accrued income and other ta x e s .............................

48,501

3 0 ,1 4 7

Total current liabilities...........................................

1 3 9 ,9 0 0

1 2 4 ,23 7

Total current liabilities............................................

3 8 9 ,4 0 9

3 7 7 ,4 2 9

Current installments on long-term obligations

$

6 ,8 4 7

$

8 ,9 2 2

Accounts payable and accrued liabilities...............
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DIGITAL EQUIPMENT CORPORATION (JUN)

UNITED TECHNOLOGIES CORPORATION (DEC)
1988

1987

1988
($000)

Currant Liabilities
Bank loans and current portion of long-term
debt.........................................................
Accounts payable.........................................
Federal, foreign and state income taxes.......
Salaries, wages and related items................
Deferred revenues and customer advances..
Other current liabilities................................
Total Current Liabilities................................

S 154,670

$

523,173
504,195
257,663
727,984
246,419
2,414,104

1987

(S millions)

4,873
430,575
328,134
229,623
475,925
355,375
1,824,505

Short-term borrowings.......................................
Accounts payable...............................................
Accrued salaries, wages and employee benefits.
Other accrued liabilities......................................
Long-term debt— currently due..........................
income taxes currently payable..........................
Advances on sales contracts..............................

$ 323.8
1,545.8
688.8
1,201.5
261.7
351.3
575.2

$ 702.0
1,577.8
644.1
1,154.1
71.3
241.3
500.0

Total Current Liabilities..................................

$4,948.1

$4,890.6

CURRENT AMOUNT OF LONG-TERM DEBT
HARMON INDUSTRIES, INC. (DEC)
1987

1988
($000)
Current liabilities:
Notes payable to bank...................................
Current installments of long-term debt.........
Accounts payable...........................................
Accrued payroll, bonus and employee benefit
plan contributions.....................................
Billings in excess of costs and estimated
earnings on uncompleted contracts..........
Federal and state income taxes payable ........
Other accrued liabilities................................

$ 555
1,775
4,368

$ 1,772

Total current liabilities...................................

2,111
6,201
2,927

1,762

1,241
388
1,451

413
537
1,292

16,091

10,702

Table 2-24 summarizes the descriptive balance sheet cap
tions used to describe the amount of long term debt payable
during the next year.

CONAGRA, INC. (MAY)

($000)
Current liabilities
Current installments of long-term debt....
Accounts payable and accrued liabilities..
Advances on sales...................................
Dividends payable...................................
Income taxes...........................................
Total current liabilities............................

KERR-MCGEE CORPORATION (DEC)
1987

1988

$

23,019
1,203,768
372,483
13,319
23,552

S 52
276
42
80
51
113

$ 51
311

Total Current Liabilities............................................

614

608

1988

1987

12
75
44
115

$

12,933
994,470
194,301

10,100
24,811

1,636,141

1,236,615

1988

1987

BORDEN, INC. (DEC)

($ millions)
Current Liabilities
Short-term borrowings............................................
Accounts payable.....................................................
Long-term debt due within one year.......................
Taxes on income.....................................................
Taxes, other than income taxes...............................
Accrued liabilities.....................................................

1987

1988

($000)
Current Liabilities
Debt payable within one year..................
Accounts and drafts payable...................
Income taxes...........................................
Other current liabilities............................

$ 258,261
584,807
60,279
319,265

$ 125,973
523,812
199,395
297,937

1,222,612

1,147,117

SIMETCO, INC. (DEC)
TABLE 2-24: CURRENT AMOUNT OF LONG
TERM DEBT

($000)
Current Liabilities
Bank overdrafts..................................................
Notes payable.....................................................
Accounts payable and accrued expenses............
Dividends on redeemable preferred stock............
Federal taxes on income......................................
Current maturities of long-term debt and prepeti
tion liabilities..................................................
Total Current Liabilities.......................................

Number of Companies
$ 289
2,826
2,835
957
35

$ 215
1,846
2,105

0
0

924

706

7,866

4,872

Current portion of long-term
debt..................................
Current maturities of long
term de bt.........................
Long-term debt due or pay
able within one year.........
Current installment of long
term debt.........................
Current amount of long-term
leases...............................
Other captions......................

1988

1987

1986

1985

212

207

213

207

187

202

193

187

61

58

65

67

35

36

46

38

46

51
16

42

44

12

11

11
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Current Liabilities

EATON CORPORATION (DEC)

OTHER CURRENT LIABILITIES
1987

1988

($ millions)
$ 26.0

Short-term debt.......................................................
Current portion of long-term debt........................
Accounts payable.................................................
Accrued compensation........................................
Accrued income and other taxes..........................
Other current liabilities........................................

$ 22.9
25.4
278.0
80.2
209.3

241.4
70.1
46.8
231.7

Total Current Liabilities...................................

826.8

626.2

10.2

211.0

PRATT & LAMBERT, INC. (DEC)

Table 2-25 summarizes other identified current liabilities.
The most common types of other current liabilities are taxes
not combined with federal income taxes, accrued interest
payable, and dividends payable. Unidentified other current
liabilities, generally described as accrued expenses, accrued
liabilities, or other current liabilities are not included in Table
2-25.

Taxes Other Than Federal Income Taxes

AMERICAN GREETINGS CORPORATION (FEB)
1987

1988
Current Liabilities:
Dividend payable...........................................
Short-term de bt............................................
Current maturities of long-term debt.............
Accounts payable...........................................
United States and Canadian income taxes.....
Accrued salaries, wages and commissions ...
Accrued other taxes and expenses................

$

Total current liabilities...................................

673
6,300
1,874
17,582
77
3,126
7,834

37,466

1987

1988

($000)

($000)

$

641
—

1,752
16,091
2,030
3,258
9,851
33,623

Current Liabilities
Notes payable............................................... .
Accounts payable...........................................
Payrolls and payroll taxes.............................
Retirement plans..........................................
State and local taxes....................................
Dividends payable........................................
Income taxes................................................
Sales returns................................................
Current maturities of long-term debt............
Total current liabilities..................................

$ 13,956
94,018
33,759
4,148
4,252
5,338
13,782
28,273
54,150

$ 25,092
69,175
31,230
10,966
3,056
5,343
—
29,964
10,894

251,676

185,720

1988

1987

INTERMEC CORPORATION (MAR)
TABLE 2-25: OTHER CURRENT LIABILITIES

($000)
Number of Companies
Taxes other than Federal in
come taxes......................
Interest..................................
Dividends payable.................
Estimated costs related to
discontinued operations...
Customer advances, deposits
Insurance..............................
Deferred taxes......................
W arranties...........................
Deferred revenue..................
Billings on uncompleted con
tracts ...............................
Advertising ..........................
Due to affiliated companies...
Other— Described.................

1988

1987

1986

1985

148
125
94

168
125
89

186
128

186

86

87

80
53
50
48
47
33

84
59
50
49
46
24

85
60
49
50
40
37

78
61
47
57
40
32

30
26
15
99

28
32
15
98

31
28
15
84

27
24
26
85

122

Current liabilities:
Accounts payable..........................................
Notes payable to bank..................................
Accrued compensation.................................
Accrued and withheld payroll taxes.............
Current portion of deferred income taxes ....
Income taxes payable...................................
Accrued warranty expense...........................
Other current liabilities.................................
Total current liabilities..................................

$ 7,467
2,098
3,743
609
3,533
1,395
679

$5,252
1,908
1,498
482
2,539
664
999
399

19,624

13,741

100

MET-PRO CORPORATION (JAN)
1989

1988

Current liabilities:
Current portion of long-term debt............
Accounts payable....................................
Accrued salaries, wages and expenses....
Income taxes payable..............................
Payroll and other taxes payable..............
Customers’ advances..............................
Dividends payable...................................

$ 769,935
1,809,568
2,153,715
—
4,303
1,532,733
—

$ 410,994
1,232,475
1,848,735
121,296
4,383
715,081
290,402

Total current liabilities.............................

6,270,254

4,623,366
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PALL CORPORATION (JUL)
1987

1988
($000)
Current L iab ilities:
Notes payable to banks..................................... ........

and elim ination of redundancies in distribution, m arketing and
adm inistration. T h e program is expected to significantly re
duce em ploym ent and overhead costs and should substantial
ly im prove profitability in 1989 and th ereafter. The cash flow
im pact o f the restructuring is expected to be m inim al as the
proceeds from excess fixed asset dispositions will essentially
offset one-tim e costs associated w ith the program .

$ 9 6 ,5 0 4

$ 1 2 4 ,2 2 0

3 0 ,5 5 7

2 3 ,4 1 8

Salaries and com m issions..........................

9 ,5 4 6

8 ,1 9 7

Payroll ta x e s ....................................................

3 ,1 8 2

2 ,3 2 5

Income taxes....................................................

2 3 ,8 5 5

1 3,1 20

Interest...............................................................

1 ,7 3 9

1 ,5 3 6

Pension and profit sharing p la n s .............

2 ,3 0 2

2 ,2 6 7

O th e r..................................................................

7 ,1 2 2

7 ,9 6 3

—

$ 9 ,0 0 0

4 7 ,7 4 6

3 5 ,4 0 8

Current portion of long-term debt..................

3 ,1 3 2

3 ,4 7 7

Current portion of long-term debt..................

7 ,0 1 8

5 ,0 3 7

Accounts payable.................................................

1 4 ,0 02

8 ,7 8 5

Dividends payable ...............................................

3 ,7 1 5

—

Accrued com pensation.......................................

3 ,2 0 6

3 ,9 0 9

Total Current Liabilities ................................

1 8 5 ,5 4 0

1 8 8 ,0 8 3

Accrued restructuring (Note 3 ) ................................

1 ,6 9 2

—

Other accrued liabilities.....................................

3 ,7 8 3

2,851

$ 2 5 ,8 1 5

$ 2 8 ,0 2 2

Accounts payable-t ra d e ..................................
Accrued liabilities:

1987

($ 000)

Commercial paper and line of credit borrow
ings .........................................................................

($ 00 0 )
Curre nt L ia b ilitie s:
Line of credit with b a n k .................................... ........

S 60,921

$ 1 2 6 ,9 4 5

Current maturities of long-term d e b t................

8 ,3 1 0

3 ,8 0 9

Accounts payable, trad e ........................................

6 3 ,3 9 8

4 4 ,2 3 6

Salaries and w a g e s ............................................

2 0 ,8 6 9

1 5 ,4 24

Property and withholding ta xe s .....................

9 ,7 9 8

8 ,5 7 3

O ther.......................................................................

2 0 ,2 4 8

1 5 ,3 1 8

Accrued liabilities:

Income taxes payable.............................................

2 5 ,5 2 8

1 4,1 38

Total current liabilities............................................

$ 2 0 9 ,0 7 2

$ 2 2 8 ,4 4 3

S

N O TE S TO C O N S O L ID A T E D F IN A N C IA L STATE
MENTS
3.

Current Liabilities

1987

1988

Total current liabilities.................................. .........

PIONEER HI-BRED INTERNATIONAL, INC. (AUG)
198 8

KUHLMAN CORPORATION (DEC)

Restructuring

During 1988, the Com pany executed plans to im prove prof
itability which prim arily involved shutting down the operations
of the Com pany’s Borse Plastic Products Corp. T h e plans are
designed to reduce fixed costs, elim inate underutilized capac
ity, w ithdraw from low return business and focus on the auto
m o tive s e g m e n t o f th e P la s tic s b u s in es s. C h a rg e s o f
$ 1 0 ,4 7 2 ,0 0 0 (after incom e tax benefits of $ 3 ,7 9 9 ,0 0 0 ), or
$1.91 per share, w ere recorded to reflect the w ritedow n of
assets, the recognition of relocation, severance and other
nonrecurring expenses and ongoing expenses related to the
shutdown period.

JOHN FLUKE MFG. CO., INC. (SEP)

Costs/Liabilities Related To Discontinued
Operations

1988

1987

($000)

ARVIN INDUSTRIES, INC. (DEC)

Current Liabilities
1987

1988
($ 00 0 )
Current Liabilities:

Short-term d e b t .......................................................

—

Accounts payable .....................................................

$ 5 ,9 6 3

$ 1 0 ,0 0 0

Accrued liabilities.....................................................

1 4 ,4 8 7

1 6 ,9 5 7

5,201

Accrued liabilities related to restructuring.......

9 ,3 9 8

1 3 ,3 0 9

$ 7 9 ,5 6 6

S 2 1 ,1 0 2

Income taxes payable .............................................

974

1 ,2 8 3

Accounts payable..................................................

90,021

5 8 ,2 6 0

Current maturities of long-term obligations...

Accrued employee compensation costs........

3 6 ,3 5 7

2 7 ,7 3 5

Total Current Liabilities..........................................

Short-term d e b t .................................................... ..

Accrued restructuring charge............................

13,851

Other accrued expenses.....................................

4 7 ,0 6 7

3 7 ,1 3 2

Income taxes payable..........................................

1 0 ,8 9 2

5 ,4 1 2

Total current liabilities........................................

2 7 7 ,7 5 4

149,641

699
31,521

6 07
4 7 ,3 5 7

—

N O TE S TO C O N S O L ID A T E D FIN A N C IA L STATE
MENTS
Note 2—Restructuring Charge:
In M arch, 1988, the Com pany announced a special restruc
turing charge am ounting to $ 2 8 .7 million on a pre-tax basis or
ap p ro xim a tely $ 1 7 .8 m illion a fte r-ta x . T h e restructuring
charge is a result of the identification of excess overall capac
ity in the Com pany’s autom otive parts business and will en
com pass the closing of plants, disposition of business units

N O TE S TO C O N S O L ID A T E D F IN A N C IA L STATE
MENTS
Note 2 (In Part): Restructuring
At th e beginning of fiscal 1988, on Septem ber 2 8 , 1987, the
Com pany signed a long-term agreem ent creating an alliance
with N .V . Philips of Eindhoven, th e Netherlands (Philips).
U nder the term s of th e agreem ent, the Com pany will sell,
support and service Philips test and m easurem ent products in
North A m erica, the People ’s Republic of C hina, Hong Kong,
Japan and other selected m arkets. Philips w ill do the sam e for
the Com pany’s products in the rest of th e w orld. To accom 
plish this alliance the Com pany acquired certain assets and
hired certain em ployees of Philips’ North A m erican operations

171

Current Liabilities

and Philips purchased the Company’s European sales and
service subsidiaries.

Current Advances/Deposits

Net costs of $7.9 m illion were charged to operating expense
in the fourth quarter of fiscal 1987 as restructuring costs.
These costs included estimates of employee severance liabil
ity, termination of agreements with sales representatives, a
penalty of $624,000 for early extinguishment of debt, and
other incremental costs associated with the restructuring.
Gains realized in fiscal 1988 in connection with the sale of the
European subsidiaries to Philips and certain restructuring
costs shared by Philips under the alliance agreements were
credited against the accrued costs. In addition, the Company
provided in fiscal 1987 for income taxes and withholding taxes
of $2.4 million related to the repatriation of the cumulative
undistributed earnings of all of its foreign subsidiaries. Re
structuring costs thereby reduced fiscal 1987 net income by
$7.5 million (net costs of $7.9 million less the tax benefit of
deducting such expenses of $2.8 million plus $2.4 million of
additional taxes related to repatriation) or $.87 per share.

ANALOGIC CORPORATION (JUL)
1987

1988

Current liabilities:
Notes payable......................................... $ 1,957,778 $ 1,926,520
408,443
363,077
Current obligations under capital leases ..
5,846,248
6,485,369
Accounts payable, trade..........................
Accrued employee compensation and
3,602,247
3,556,325
benefits..............................................
1,831,517
2,071,102
Accrued expenses...................................
4,501,285
5,324,743
Accrued and deferred income taxes........
626,224
484,000
Customer deposits...................................
Total current liabilities............................ . 20,242,394 18,742,484

ANHEUSER-BUSCH COMPANIES, INC. (DEC)
1987

1988
($ millions)

A. O. SMITH CORPORATION (DEC)
1987

1988
($000)

Current Liabilities
Notes payable................................................
Trade payables..............................................
Accrued payroll and pension.........................
Accrued liabilities..........................................
Income taxes.................................................
Long-term debt due within one year.............
Current liabilities of discontinued operations .
Total Current Liabilities..................................

$

757
63,730
36,326
35,987
2,070
3,125
30,293
172,288

$

553
47,489
29,866
36,121
3,905
1,780
27,341

Current Liabilities:
Accounts payable...........................................
Accrued salaries, wages and benefits............
Accrued interest payable...............................
Due to customers for returnable containers ..
Accrued taxes, other than income taxes........
Estimated income taxes................................
Other current liabilities..................................

568.7
229.4
49.5
40.7
60.1
75.2
155.5

$ 541.0
197.4
39.7
38.4
62.7
57.2
132.4

Total current liabilities...................................

,179.1

1,068.8

CROSS & TRECKER CORPORATION (SEP)
1987

1988

147,055

($ 000)

Current liabilities

SPRINGS INDUSTRIES, INC. (DEC)
1987

1988
($000)
Current Liabilities:
Current maturities of long-term debt......... ...
Accounts payable.......................................
Accrued retirement and incentive pay........
Accrued restructuring costs......................
Other accrued liabilities............................

$ 17,124
104,962
23,829
17,614
65,577

$ 16,629
112,377
28,935

Total current liabilities...............................

229,106

211,999

Short-term debt.................................................
Current maturities of long-term debt.................
Accounts payable...............................................
Advance payments from customers..................
Accrued liabilities...............................................
Income taxes.....................................................

$ 47,567
136
53,126
1,951
53,870
3,165

43,164
374
39,919
3,669
52,845
8,824

Total current liabilities...................................

159,815

148,795

1988

1987

ELECTRO-NUCLEONICS, INC. (JUN)

54,058

NOTES TO FINANCIAL STATEMENTS
Note 3. Restructuring Plan:

On October 20, 1988, the Company’s Board of Directors
approved a restructuring plan designed to accelerate and
complete a plan of modernization while also reducing produc
tion of commodity and import sensitive apparel fabrics. The
plan anticipates that over the next two years selected plants
will be sold or closed. Included in the results of operations for
1988 is a charge for estimated restructuring costs of $18.0
million ($11.2 m illion after tax, or $.63 per share) primarily
related to plant closing costs and relocation expenses for
machinery and equipment.

($000)

Current liabilities:
Current installments of long-term debt.........
$ 1,545
Accounts payable................................
5,807
Income taxes payable.........................
506
Accrued expenses..............................
4,037
Advances under research contract (note 9 )...
1,136
Total current liabilities........................

13,031

563
4,634
218
3,835
3,500
12,750

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9

(In Part): Commitments and Contingencies
In December 1985, the Company entered into research and
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development agreements with Pru-Tech Research and De
velopment Partnership II (“ Pru-Tech” ), a limited partnership,
the general partner of which is an affiliate of Prudential-Bache
Securities, Inc. Under these agreements, Pru-Tech has ad
vanced $6,919,000 to the Company and, if certain intermedi
ate development goals are achieved, Pru-Tech may supply up
to an additional $881,000. Pru-Tech has the rights to royalties
from sales of products developed, if any, but the Company
retains an option to repurchase such rights. Expenses through
June 3 0 ,1988 amounted to $5,783,000 leaving $1,136,000 of
funds still available. Research and development expenses as
reported in the consolidated statements of operations are net
of funding from the Pru-Tech agreements in the amounts of
$2,086,000, $2,533,000 and $886,000 in the years 1988,
1987 and 1986, respectively. Profit on these activities is rec
ognized as the work is performed.

NORTHROP CORPORATION (DEC)

THE PILLSBURY COMPANY (MAY)
1988

1987

(In millions)
Current liabilities:
Notes payable ........................................ .......
Long-term debt, current portion............
Accounts and drafts payable .................
Advances on sales................................
Employee compensation.......................
Advertising and promotion.....................
income taxes payable.............................
Other liabilities.......................................
Total current liabilities...........................

$

41.9
40.1
572.6
145.0
122.4
93.4
42.6
247.1
1,305.1

$

51.9
44.9
620.7
113.7
121.7
74.0
215.7

1,242.6

Insurance
1988

1987

ALLIED SECURITY INC. (JUN)

($ millions)

Curre nt liabilities:
Notes payable to banks.............................. .......
Trade accounts payable..............................
Accrued employees’ compensation............
Advances on contracts...............................
Income taxes payable................................
Deferred income taxes...............................
Other current liabilities...............................
Total current liabilities...............................

$ 446.0
461.1
149.6
44.4
5.5
300.2
87.6

$ 888.6
365.4
153.8
38.2
26.0
449.3
132.1

1,494.4

2,053.4

WINNEBAGO INDUSTRIES, INC. (AUG)

Current Liabilities:
Accounts payable...............................
Accrued expenses:
Salaries and wages.......................
Payroll taxes..................................
Insurance costs.............................
Vacation pay..................................
Deferred compensation.................
Other.............................................
Current maturities of long-term debt..
Total Current Liabilities......................

1988

1987

($000)

Current Liabilities
Current maturities of long-term debt.......................
Bank acceptances....................................................
Commercial paper notes payable............................
Notes payable..........................................................
Advances from unconsolidated subsidiary..............
Accounts payable, trade...........................................
Accrued expenses:
Insurance...........................................................
Profit sharing and bonus....................................
Other...................................................................
income taxes payable...............................................
Liability on product warranties................................

$1,119
—
—
7,000
16,461
36,428

$1,060
2,981
7,914
—
—
24,838

5,128
3,049
8,505
—
3,989

3,410
3,805
8,146
4,802
4,297

Total current liabilities....................................

81,679

61,253

1988

1987

342,019

$ 206,507

2,642,799
798,845
5,174,999
225,000
867,114
815,419

2,225,726
739,642
4,149,476
213,000
548,062
838,450
50,000

10,866,195

8,970,863

$

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
A (In Part): Summary o f Significant Accounting Policies:

4. Insurance Costs:
Accrued insurance costs are comprised of worker’s com
pensation and general liability insurance. The Company’s
insurance policy is on a paid loss retrospective premium plan.
Insurance expense is accrued based upon estimated pre
mium applicable to current payroll costs. The liability is re
duced by cash flow premium payments and is subject to
periodic adjustments by the carrier and by the Company for
changes in payroll expenses and for loss experience factors.

CONSTAR INTERNATIONAL INC. (DEC)
1988

1987

($ 000)

Currant Liabil ities:
Current maturities of long-term obligations.......
Notes payable to banks......................................
Accounts payable...............................................
Accrued expenses (Note 3 ) ...............................
Accrued income taxes........................................

$ 1,995
10,000
29,328
16,214
5,399

$ 3,500
10,000
37,767
15,764
—

Total current liabilities...................................

62,936

67,031
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M E N TS

MOUNTAIN MEDICAL EQUIPMENT, INC. (MAR)
1988

(3)

A ccrued Expenses:

Accrued expenses a t D ecem ber 3 1 , 1988, and 1987, con
sisted of the following:

Salaries, wages, and vacation pay............
Casualty and liability insurance.................
Other.........................................................

1987

($000)

1988

1987

$ 5,784,000
3,790,000
6,640,000

$ 6,538,000
3,074,000
6,152,000

$16,214,000

$15,764,000

Current Liabilities:
Notes payable to bank and current maturities
of long-term borrowings...........................
Accounts payable...........................................
Allowance for warranty claims......................
Other accrued liabilities.................................
Income taxes payable....................................
Deferred income taxes...................................

S 7,157
1,653
707
1,376
318
727

$ 7,307
1,002
806
1,194
—
846

Total Current Liabilities..................................

11,938

11,155

KELLY SERVICES, INC. (DEC)
1988

1987

($000)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Sum m ary o f Significant Acounti n g Policies (In Part)

Current Liabilities:
Accounts payable...........................................
Payroll and related taxes...............................
insurance......................................................
Income and other taxes................................

$15,193
37,827
33,146
10,320

$10,397
34,627
22,521
10,056

Total current liabilities...................................

96,486

77,601

Estim ated Liability for Future W arranty C laim s
T he Com pany provides custom ers w ith w arranties ranging
from one to three years prim arily covering the cost of parts.
T he liability for future w arranty claim s reflects the estim ated
future cost of w arranty repairs on products previously sold.

PRAB ROBOTS, INC. (OCT)
Product Warranties
DRESSER INDUSTRIES, INC. (OCT)
1988

1987

($ millions)
Current Liabilities
Short-term debt..................................................
Accounts payabl e
...................................
Accounts payable to unconsolidated subsidiaries
and affiliates....................................................
Accrued compensation and benefits....................
Accrued warranty costs.......................................
Accrued taxes other than income taxes..............
Advances from customers on contracts..............
Accrued interest...................................................
Other accrued liabilities.......................................
Income taxes......................................................
Current portion of long-term debt.......................
Total Current Liabilities.......................................

$ 2 6 .9
201.9

$61.3
244.8

52.6
165.1
40.2
25.3
142.8
25.2
167.3
69.6
10.6

22.0
146.4
44.7
38.0
15.5
50.2
158.1
55.0
14.3

927.5

850.3

1988

1987

Current liabilities
Accounts payable................................. ...
Notes payable...................................... ...
Customer deposits...............................
Accrued expenses (Note 3 ) .................
Current portion of long-term debt........ ...

$2,190,755
1,850,000
97,915
885,824
1,088,400

$2,549,429
1,200,000
86,680
1,050,995
448,200

Total current liabilities......................... ...

6,112,894

5,335,304

N O T E S TO FIN A N C IA L STA TEM EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies:
W arranties:
T he C om pany’s products a re gen erally under w arranty
against defects in m aterial and w orkm anship for a period of
one year. T he Com pany has established an accrual for these
anticipated future w arranty costs.
3. A ccru ed Expenses:
Accrued expenses consist o f th e following:

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note A (In Part): Sum m ary o f Significant Accounting P r i 
des
W arranty Costs
Estim ated product perform ance costs are provided at the
tim e of sale of th e w arranted product.

October 31,
1988

1987

Salaries and wages..........................................
$273,841
Commissions...................................................
172,271
Pension and profit sharing..................................... 31,218
Interest............................................................
8,283
Taxes other than income................................
189,577
Warranty.........................................................
160,000
Other..............................................................
50,634

$ 172,683
163,463
63,818
245,094
88,204
220,000
97,733

$885,824

$1,050,995
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VARIAN ASSOCIATES, INC. (SEP)

INTEL CORPORATION (DEC)
1987

1988

1988

($000)

1987

($000)

Current Liabilities
Notes payable................................................
Accounts payable—trade...............................
Accrued expenses..........................................
Product warranty...........................................
Advance payments from customers..............

$ 14,199
55,131
177,070
24,101
65,976

$ 48,806
57,213
140,370
23,586
57,593

Total Current Liabilities..................................

336,477

327,568

Currant liab ilities:

Short-term debt................................................ .
Commercial paper............................................
Long-term debt redeemable in 1988.................
Accounts payable.............................................
Deferred income on shipments to distributors..
Accrued compensation and benefits.................
Other accrued liabilities....................................
Income taxes payable.......................................

$200,194
17,000
152,542
99,805
152,488
155,788
156,131

$195,399
149,558
110,000
115,435
83,244
106,120
99,682
25,403

Deferred Revenue

Total current liabilities......................................

933,948

884,841

AM INTERNATIONAL, INC. (JUL)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
1987

1988
($000)
Current liabilities;
Short-term borrowings..................................
Accounts payable...........................................
Service contract deferred income..................
Payroll related expenses...............................
Other.............................................................

$153,606
75,654
43,056
40,478
76,019

$ 34,216
62,132
43,515
46,383
58,943

Total current liabilities...................................

388,813

245,189

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 1 (In Part): Significant Accounting Policies

—

Accounting Policies (In Part)
D eferred Incom e on Shipm ents to Distributors. C ertain of
Intel’s sales are m ade to distributors under agreem ents allow 
ing price protection and right of return on m erchandise unsold
by the distributors. B ecause of frequent sales price reductions
and rapid technological obsolescence in the industry, Intel
defers recognition of such sales until the m erchandise is sold
by the distributors.

TRANSTECH INDUSTRIES, INC. (DEC)
1988

1987

Current Liabilities

R evenue Recognition: R evenue is recognized from sales
w hen a product is shipped. Am ounts billed for service con
tracts are credited to Service Contract D eferred Incom e and
reflected in Service R evenues over the term of the contract.

$ 1 ,9 0 0 ,0 0 0
2 ,3 0 1 ,3 5 1

penses .....................................................

2 ,5 2 8 ,1 0 9

5 ,8 1 5 ,5 8 3

Accrued remediation costs....................

9 9 1 ,8 1 0

Current portion of long-term d e b t......

$

Accounts payable and accrued ex

Accrued income ta x e s .............................

BROWNING-FERRIS INDUSTRIES, INC. (SEP)
1988

—
4 9 7 ,9 2 7

Notes payable— b a n k ...............................

1987

($000)

—

—

2 5 6 ,7 1 2

Due to escrow fu n d ..................................

1 ,0 0 0 ,0 0 0

1 ,0 0 0 ,0 0 0

Unearned income (Note 1 3 ) .................

2 ,0 0 0 ,0 0 0

—

Deferred income taxes............................

5 ,6 4 1 ,4 0 0

—

Total current liabilities............................

1 2 ,6 5 9 ,2 4 6

1 1 ,2 7 3 ,6 4 6

Current Liabilities:
Current notes p a y a b le ............................................
Current portion of long-term d e b t.....................
Accounts payable..........................................................

S

2 08
1 0 ,8 6 5
1 1 9 ,9 5 8

$

231
9 ,2 7 9
8 7 ,1 8 6

Accrued lia b ilitie s salaries and w a g e s ............................................

3 1 ,0 3 9

Taxes, other than in c o m e ...............................

10,591

2 8 ,9 5 0
8 ,9 4 8

O ther.......................................................................

1 1 1 ,4 5 6

9 4 ,6 9 0

Income taxes.............................................................

21,201

1 0 ,9 57

Deferred revenues....................................................

8 0 ,7 6 9

7 1 ,1 7 4

Total current liabilities................................................

3 8 6 ,0 8 7

3 1 1 ,4 1 5

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies—
D eferred revenues. Revenues billed in advance for services
are deferred and recorded as incom e in the period in which the
related services are rendered.

Note 13 (In Part): Sales o f Subsidiaries:
On Novem ber 29 , 1988, th e Com pany entered into an
agreem ent for the sale o f its 49 % interest in Cam den County
Energy R ecovery Associates, a joint venture. T he joint ven
ture has been selected to design, construct, own, and operate
a resource recovery facility in Cam den County, N ew Jersey
(the “Project”). T h e total sale price, as provided in the agree
m ent, consists o f $ 2 ,0 0 0 ,0 0 0 in cash and an additional
$ 2 ,2 5 0 ,0 0 0 which is payable w hen th e Project breaks con
struction escrow , and certain litigation, w hich seeks to block
the construction of the facility is settled allow ing the Project to
proceed in accordance with existing plans.
T he sale is contingent upon approval of th e transfer of the
joint venture interest by various regulatory authorities. T he
agreem ent provides th at th ese approvals m ust be received by
S eptem ber 1 , 1989 (subject to successive six months exten
sions upon agreem ent of the parties). T he accom panying
Consolidated Financial S tatem ents do not give effect to the
sale of this joint venture interest because of the substantial
uncertainty regarding the receipt of these regulatory approv
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Current Liabilities

als and the ultim ate realization of the contingent sales pro
ceeds. At D ecem ber 3 1 , 1988, the Com pany’s investm ent in
th e jo in t v e n tu re w a s $ 1 ,6 0 5 ,5 1 2 . S a le s p ro cee d s o f
$ 2 ,0 0 0 ,0 0 0 w ere received upon execution of the agreem ents
and are reflected as unearned incom e in the accom panying
consolidated b alan ce sh eet. A dditional consideration of
$ 2 ,2 5 0 ,0 0 0 w as received in January 1989. T he gain on the
sale w ill be recognized w hen each of the aforem entioned
contingencies are satisfied.

THE NEW YORK TIMES COMPANY (DEC)
1988

1987

($000)
Current Liabilitie
s
Accounts and notes payable.................................. ..

costs to d ate b ear to total estim ated costs after giving effect to
the most recent estim ates of total cost. T he cum ulative im pact
of revisions in total cost estim ates during the progress of work
is reflected in the year in which these changes becom e known.
Earned revenue reflects th e original contract price adjusted for
agreed upon claim and change order revenue, if any. Losses
expected to be incurred on jobs in process, after consideration
of estim ated minim um recoveries from claim s and change
orders, are charged to incom e as soon as such losses are
known. Progress billings in accounts receivable are currently
due and exclude retentions until such am ounts are due in
accordance w ith contract term s.

JOHNSON CONTROLS, INC. (SEP)
1987

1988
$162,241

$ 1 0 5 ,5 6 8

($ millions)

Payrolls..........................................................................

4 7 ,8 9 7

5 7 ,0 9 7

Accrued e xp enses.....................................................

4 8 ,6 4 4

5 0 ,0 0 3

Short-term d e b t ....................................................................

$ 1 0 8 .7

Federal income taxes................................................

4 ,9 4 9

4 ,3 3 5

Current portion of long-term d e b t..................................

1 0.6

1 4.0

7 3 ,6 8 0

6 6 ,1 8 7

Accounts payable..................................................................

2 7 9 .9

189.1

Accrued compensation and benefits...............................

9 3 .0

95.1

lease obligations................................................... ..

1 32 ,10 5

2 7 ,3 5 6

Total current liab ilities............................................. ..

4 6 9 ,5 1 6

3 1 0 ,5 4 6

C u rre n t...............................................................................

3 2 .4

3 3 .9

D eferred.............................................................................

1 .3

3 3 .5

Unexpired subscriptions..........................................
Current portion of long-term debt and capital

$ 1 2 6 .3

Accrued income taxes

Billings in excess of costs and earnings on uncom

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Subscription R evenues. Proceeds from subscriptions are
deferred at the tim es of sale as unexpired subscriptions and
are included in revenues on a pro rata basis over the term s of
the subscriptions.

pleted contracts...............................................................

5 8 .7

45.1

Other current liabilities.......................................................

111.1

1 0 1 .2

Current liabilities........................................................

6 9 5 .7

6 3 8 .2

Advertising
HASBRO, INC. (DEC)
1988

Billings in Excess Of Costs

1987

($ 0 0 0 )
Current liabilities

CBI INDUSTRIES, INC. (DEC)
1988

1987

($000)
Current liabilities
Notes payable........................................................

$ 3 7 ,7 7 0

Current maturities of long-term debt.............

9 ,8 8 9

7 ,9 4 0

Accounts p a y a b le ................................................

9 5 ,8 8 7

8 6 ,1 6 2

Dividends payable................................................

2 ,9 8 5

4 ,2 7 4

Other accrued liab ilities.....................................

1 1 9 ,0 7 9

1 15 ,78 9

$

8 ,1 9 9

Short-term bo rrow ing s..........................................

$ 3 9 ,2 2 3

Current installments of long-term d e b t ...........

488

73,841
556

Trade payables..........................................................

6 7 ,7 0 3

8 8 ,2 3 9

Accrued liabilities (note 5 ) ...................................

129,971

115 ,08 9

Income taxes.............................................................

3 5 ,1 4 4

2 6 ,1 8 3

Total current liabilities............................................

2 7 2 ,5 2 9

3 0 3 ,9 0 8

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
(Thousands of Dollars Except Share D ata)

Contracts in progress with progress bill

(1) Sum m ary o f Significant Accounting Policies

ings exceeding related earned revenues
(Note 1)

Advertising, Prom otion and Program m ing

Progress billings.............................................

2 5 4 ,0 2 8

2 8 0 ,5 3 7

Earned revenues.............................................

(2 1 7 ,6 5 4 )

(2 4 5 ,5 9 2 )

3 6 ,3 7 4

3 4 ,9 4 5

Income ta x e s ........................................................

1 8 ,5 7 6

1 2 ,3 8 7

Total current liabilities........................................

3 2 0 ,5 6 0

2 6 9 ,6 9 6

Production costs of com m ercials and program m ing are
charged to operations in the first year aired. T he costs of other
advertising and m arketing program s are charged to opera
tions in the year incurred.
(5) A ccrued Liabilities

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies.
R evenue recognition. Revenues from Contracting Services
are recognized on th e percentage of com pletion method.
Earned revenue is based on the percentage that incurred

1988

1987

R oyalties..........................................................................

$ 2 6 ,0 7 0

2 2 ,5 1 4

Advertising, promotion and program m ing...........

3 7 ,3 8 4

3 9 ,7 3 8

Payroll and management in centives.......................

1 6 ,0 8 0

1 1,7 70

Other..................................................................................

5 0 ,4 3 7

4 1 ,0 6 7

$129 ,9 7 1

1 15 ,08 9
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Royalties

Contract Completion Costs

MCGRAW-HILL, INC. (DEC)

OAK INDUSTRIES INC. (DEC)
1988

1987

1988

($ 000)

1987

($ 00 0 )

Curre nt liabilit i es

Current Liabilities:

Notes payable................................................................

$ 1 4 4 ,6 3 9

$ 1 8 0 ,6 6 2

Current portion of long-term d e b t ............. ..........

$ 1 ,1 7 7

Accounts payable..........................................................

9 9 ,0 2 2

8 2 ,6 8 4

Accounts payable............................................. ..........

1 2 ,2 5 8

1 0,8 75

Accrued roy altie s ..........................................................

2 7 ,7 2 3

2 5 ,5 3 3

Accrued liabilities (Note 1 0 ) ........................ ..........

2 5 ,9 1 9

3 7 ,5 0 9

Total current liab ilities.................................... ..........

3 9 ,3 5 4

4 8 ,5 6 4

Accrued compensation and contributions to re
tirem ent p la n s ..........................................................

7 1 ,2 0 4

6 7 ,9 2 4
5 1 ,2 3 6

Income taxes currently payable................................

9 2 ,7 6 9

Deferred income ta x e s ................................................

—

9 ,1 6 3

Unearned rev e n u e ........................................................

1 7 5 ,4 5 7

1 64 ,49 6

Other current liabilities................................................

1 1 5 ,4 4 7

9 4 ,2 8 7

Total current liab ilities................................................

726,261

6 7 5 ,9 8 5

1987

1988

(10) A ccrued Liabilities:
Accrued liabilities a t D ecem ber 31 are sum m arized as fol
lows (D ollars in thousands):
1988

1987

income taxes (Notes 1 and 7 ) ..................................

$ 7 ,4 4 8

$ 1 2 ,4 2 8

Wages, bonuses, commissions and severance..

4 ,8 3 9

4 ,6 4 7

In terest.............................................................................

6 15

5 90

Taxes, other than taxes on in co m e ........................

1 ,0 5 3

1 ,4 1 4

Contribution to employees’ retirement income

($ 00 0 )

Curre nt liab ilitie s :
Notes payable to banks........................................... ..
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Purchase Of Business
ECHLIN INC. (AUG)

S

plans (Note 6 ) ..........................................................

1 ,0 0 6

995

In su rance........................................................................

3 ,2 6 5

3 ,2 6 5

Warranty accrual............................................................

9 66

1 ,1 3 7

$ 1 2,1 27

$ 1 3 ,7 2 3

3 ,5 8 6

8 ,5 5 6

Accounts payable, tra d e ..........................................

9 2 ,0 5 0

5 4 ,4 6 0

of future revenues (Note 1 1 ) ...............................

1 ,3 8 4

1 ,5 5 5

Accrued taxes on income........................................

4 4 ,8 4 8

2 2 ,6 3 5

Other..................................................................................

5 ,3 4 3

1 1 ,4 7 8

Accrued compensation.............................................

2 0 ,2 2 6

1 7,2 60

Amount due for purchase of b u siness...............

$ 2 5 ,9 1 9

$ 3 7 ,5 0 9

4 9 ,3 9 5

Current portion of long-term debt........................

Estimated contract completion costs in excess

—

Other accrued liabilities............................................

7 9 ,1 4 6

5 1 ,4 6 7

Total current liabilities........................................

3 0 1 ,3 7 8

168,101

11 (in Part): Litigation a n d Contingencies:
Adec Litigation

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 3 (In Part): Business Combinations:
O n S eptem ber 13, 1988 the Com pany consum m ated a
transaction under which it, as of July 2, 1988, acquired the
outstanding stock of G K N A fterm arket Im port P arts, Inc.
(“A lP ”), a subsidiary of G K N plc of the United Kingdom for
$ 4 9 ,3 9 5 ,0 0 0 . A lP is a distributor and rem anufacturer of re
placem ent parts for im ported m otor vehicles. The following
unaudited pro form a results of operations have been prepared
as though A lP had been acquired at the beginning of fiscal
1987:
(Dollars In thousands,
except per share data)

Year ended August 31,
1988

1987

Net sales....................................................................

$ 1 ,3 8 5 ,6 3 8

$ 1 ,2 07 ,8 2 1

Net in co m e...............................................................

$64,791

$ 4 3 ,9 0 2

Earnings per share of com mon stock.............

$ 1 .1 7

$ 0 .8 4

T he results of operations of A lP included above m ay not be
indicative of results for periods subsequent to the acquisition
because o f changes which will have been m ade in the ac
quired business.

T he Com pany’s Adec subsidiary w as a supplier of energy
m anagem ent control system s (“E M C S ”) to United States
m ilitary installations and other large com m ercial building com
plexes. During th e latter part of 1983 and in early 1984, four of
Adec’s m ilitary contracts w ere term inated for default. The
basis for each of these default term inations is an alleged
failure to com plete th e contracts per th e specifications within
the tim e contractually allotted.
It is m anagem ent’s position, based upon advice from legal
counsel, th at the contract specifications on each of the m ilitary
installation jobs (patterned on the Tri-S ervice specifications)
are defective, and as a consequence, im practicable to m eet
within the tim e allow ed using available technology. As such,
m anagem ent believes th at each of the above-described de
fault term inations is unjustified. A dec filed an appeal of the
contracting officer’s decision to term inate for default at each of
the aforem entioned m ilitary installations, which appeal w as
subsequently denied.
Thereafter, A dec filed claim s against the governm ent in the
U .S . C ourt of C laim s for excess costs incurred at various sites
in attem pting to com ply w ith the defective specifications. Adec
is seeking relief pursuant to the “changes” and/or “term ination
for convenience” clauses of th ese contracts and claim s alleg
ing defective specifications. At the present tim e the Com pany
is engaged in negotiations with the D epartm ent of Justice
regarding a favorable settlem ent of th ese m atters.
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Long-Term Debt

Payable For Untendered Shares

LONG-TERM DEBT

PHILIP MORRIS COMPANIES INC. (DEC)

Table 2-26 summarizes the types of long-term debt most
frequently disclosed by the survey companies.

1988

1987

($ millions)
Short-term borrowings................................... .........
Current portion of long-term debt.................. ........
Accounts payable............................................ .........
Payable for untendered Kraft shares.............. .........
Accrued liabilities:
Taxes, except income taxes....................... .........
Employment costs..................................... .........
Other.......................................................... .........
Income taxes.................................................. .........
Dividends payable ....................................................

$ 433
127
1,777
435

$ 691
465
791

595
697
2,556
1,089
260

537
453
1,287
727
213

Total current liabilities........................... .........

7,969

5,164

Paragraph 10b of Statem ent o f Financial Accounting Stan
dards No. 47, Section C32 of FASB Accounting Standards—
Current Text, requires that financial statements disclose for
each of the five years following the date of the latest balance
sheet presented the “ aggregate amount of maturities and
sinking fund requirements for all long-term borrowings.”
Fourteen companies disclosed information about debt con
sidered extinguished because assets were placed in trust for
paying the interest and principal of the debt. Statement of
Financial A ccounting Standards No. 76, Section D14 of
FASB Accounting Standards— Current Text, “ provides gui
dance to debtors as to when debt should be considered to be
extinguished for financial reporting purposes.”
Examples of long-term debt presentations and disclosures
follow. Examples of long-term lease presentations and disclo
sures are presented in connection with Table 2-28.

Forward Contract Commitments

ARCHER DANIELS MIDLAND COMPANY (JUN)

THE UPJOHN COMPANY (DEC)

1988
1988

1987

($000)

Current liabilities:
Bank loans, including current maturities of
long-term debt...............................................
Commercial paper.............................................
Accounts payable...............................................
Compensation and vacation...............................
Taxes other than income taxes..........................
Dividends payable..............................................
Income taxes payable........................................
Other..................................................................
Total current liabilities.......................................

$ 35,733 ‘ $ 37,890
6,992
172,113
147,175
71,340
66,203
29,432
24,532
40,757
33,680
183,670
169,113
211,699
196,219
751,736

1987

(In thousands)
Total Current Liabilities......................................
$710,120
$497,321
Long-Term Liabilities
Agricultural processing..................................
435,256
429,334
Transportation...................................................
257,622 228,131
692,878

657,465

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 5— Financing Arrangements and Long-term Liabilities

The Company had no borrowings under lines of credit which

674,812

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollar amounts in thousands, except per-share data)

TABLE 2-26: LONG-TERM DEBT

Note O (In Part): Supplem ental Information

Other current liabilities include accruals for commitments on
forward contracts of $57,772, $63,839 and $42,257 at Decem
ber 31, 1 9 8 8 ,1987 and 1986, respectively.

Unsecured

The change in this liab ility, along with corresponding
changes in equity accounts, is a noncash activity and has
been excluded from the statement of cash flows.

Notes................................
Debentures.......................
Loans ...............................
Commercial paper.............

1988

Number of Companies
1987
1986

1985

417
245
86
60

426
255
77
66

418
265
56
61

432
258
73
63

407
153
89

412
140
93

448
155
90

442
171
104

129
13

130
22

130
21

163
21

Collateralized
Capitalized leases..............
Mortgages.......................
Notes or loans..................

Convertible
Debentures.......................
Notes.................................
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total $207 million at June 30, 1988.

of the following:

Long-term liabilities consist of:

(In thousands of dollars)
1988

1987

(In thousands)
Long-term debt
Zero Coupon Debt $500 million face amount,
due $100 million in 1992 and $400 mil
lion in 2002...............................................
7% Debentures $250 million face amount,
due in 2011...............................................
10.25% Debentures $100 million face
amount, due in 2006 ................................
Industrial Revenue Bonds at various rates
from 5.90% to 13.25% and due in
varying amounts from 1988 to 2012 ........
6% Bonds Deutsche Mark DM150 million
face amount, due in 1997 .........................
9.50% and 9.63% Senior Secured Notes
payable in equal semi-annual installments
of $2.8 million, including interest,
through 2004 ............................................
11.75% Notes payable in equal semi-annual
installments of $2.1 million, including in
terest, through 2006................................
Other.............................................................
Lease obligations (see Note 6 ) ..........................
Total long-term liabilities..........................
Less current m aturities......................................

$120,912

$105,304

118,624

117,990

98,348

98,316

83,960

76,391

82,398

81,785

45,146

46,315

31,457
56,972
71,734

31,956
25,287
87,807

709,551
(16,673)

671,151
(13,686)

$692,878

$657,465

In 1986, the Company repurchased its 13% Sinking Fund
Debentures resulting in a $9 million ($.05 per share) extraor
dinary loss, net of income tax benefits of $8.5 million.
Unamortized original issue discounts on the 7% Deben
tures and Zero Coupon Debt issues are being amortized at
15.35% and 14.29%, respectively. Accelerated amortization
of the discounts for tax purposes has the effect of lowering the
actual rate of interest to be paid over the remaining lives of the
issues to approximately 12.03% and 7.63%, respectively.
The aggregate m aturities of long-term liabilities for the five
years after June 30, 1988 are $17 million, $21 million, $17
million, $120 m illion and $17 m illion, respectively.

Total long-term debt.........................................

1988

1987
$

4,475

$ 61,419

57,695

111,090

108,427

103,177
36,459

102,503
47,375

99,171

99,125

11,032

9,711

17,659

31,456

$440,007

$460,767

At September 3 0 , 1988, the Company’s principal U.S. bank
c re d it a gree m e nts p ro vid e fo r b o rro w in g s of up to
$100,000,000 as revolving credit with a maturity date of April
6, 1990. The rate of interest on borrowings under these
arrangements is, at the Company’s option, the prime rate or
½ % in excess of the London Interbank Offered Rate (LIBOR)
for U.S. dollar deposits or ⅝ % in excess of the Domestic
Certificate of Deposit Rate. At September 30, 1988, there
were no borrowings outstanding under these agreements.
The provisions of the revolving credit agreements require a
commitment fee of ¼ % per annum on the unused portion.
Additional bank lines of credit at September 30, 1988 in
clude the following:
• $81,0 0 ,000 as revolving credit which bears interest at
½ % over LIBOR, has no requirement for compensating bal
ances and is repayable in 1990. A commitment fee is payable
at a rate of ⅛ % per annum on the unused portion. At Septem
ber 3 0 ,1988, there were no borrowings outstanding under this
agreement.
• $67,500,000 of short-term money market lines of credit
available on an as-offered basis.

BAKER HUGHES INCORPORATED (SEP)
1988

1987

($000)

Total current liabilities.......................................
Long-term debt (Note 6 ) ...................................
Deferred income taxes.......................................
Other long-term liabilities...................................
Minority interest................................................

Commercial paper.............................................
Zero Coupon Guaranteed Notes due 1992 with
an effective interest rate of 14.48%, net of
unamortized discount of $37,616 ($49,026
in 1987)........................................................
6.00% Debentures due 2002 with an effective
interest rate of 14.66%, net of unamortized
discount of $113,910 ($116,573 in 1987)....
4.125% Swiss Franc 200 million Bonds due
1996 (principal and interest payments
hedged through a currency swap at an effec
tive interest rate of 7.82% )...........................
9% Debentures due November 1, 2008.............
9.5% Convertible Subordinated Debentures due
December 15, 2006 convertible into common
stock at $58.91 per share.............................
Convertible Subordinated Debentures due
through 1994 with an interest rate at
September 3 0 , 1988 of prime on $1,308 and
LIBOR -I- ⅝ % on $9,724 (see Note 8 ) ........
Other indebtedness with an average interest rate
of 8.9% at September 30, 1988....................

$610,171
440,007
73,373
21,485
11,002

$683,502
460,767
73,407
28,350
27,086

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6 (In Part): Indebtedness:
Long-term debt at September 3 0 , 1988 and 1987 consisted

There are no requirements for commitment fees or compen
sating balances in connection with these agreements. At
September 30, 1988, there were no borrowings outstanding
under these agreements.
The Company maintains, at all times, unused committed
bank lines of credit at least equal to the principal amount of its
outstanding commercial paper and money market borrow
ings. Accordingly, outstanding commercial paper and money
market borrowings have been classified as long-term debt in
the accompanying consolidated financial statements.
Redemption of the Zero Coupon Notes due 1992 and the
6% Debentures due 2002 may be made at the option of the
Company, in whole or in part, at any time at par plus accrued
interest. Furthermore, the Zero Coupon Notes due 1992 may
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be redeemed prior to m aturity at prices (expressed as a per
centage of principal amount) of 57.16% at September 30,
1988 and scaling upward over tim e to 86.95% (in each case
together with accrued amortization of original issue discount)
in the event of certain changes affecting United States or
Netherlands Antilles taxation.
The 9% D ebentures due Novem ber 1, 2008 have a
$2,400,000 per annum sinking fund requirement beginning
November 1, 1989 and may to redeemed by paying a pre
mium which decreases proportionally from 4.8% at November
1 , 1988 until it is eliminated in 2003. The 9.5% Debentures due
December 15, 2006 have a $5,000,000 per annum sinking
fund requirement beginning December 1 5 ,1992 and may be
redeemed by paying a premium which decreases proportion
ally from 3.45% at December 1 5 ,1988 until it is eliminated in
1992. Optional payments, not to exceed the amounts of the
mandatory sinking funds requirements, may to made in addi
tion to the mandatory payments. During 1988, the Company
repurchased $11,060,000 of its 9% Debentures due 2008 and
$7,685,000 principal amount of its Zero Coupon Guaranteed
Notes due 1992. The net gain on these transactions was not
significant.
The provisions of the notes, debentures, bonds and unse
cured credit agreements have an effect on the ability of the
Company to, w ithout prior w ritten consent, among other
things, incur borrowings, sell certain assets, pay cash divi
dends, acquire other businesses and purchase the Com
pany’s capital stock. At September 3 0 , 1988, the Company
could pay dividends and purchase the Company’s common
stock up to an amount not exceeding $83,961,000.
At September 3 0 , 1988, long-term debt was due in aggre
gate annual installm e nts of $10,384,000; $4,489,000;
$3,027,000; $64,254,000; and $7,934,000 in each of the five
years in the period ending September 30, 1993.
During 1988 and 1987, the maximum aggregate short-term
borrowings outstanding at any month-end were $62,396,000
and $104,847,000, respectively; the average aggregate short
term borrowings outstanding based on quarter-end balances
were $47,110,000 and $63,660,000, respectively; and the
weighted average interest rates were 16.6% and 22.6%, re
spectively. The average interest rates on short-term borrow 
ings outstanding at September 30, 1988 and 1987 were
15.5% and 17.6%, respectively. Throughout the year and at
September 3 0 , 1988, substantially all of the Company’s short
term borrowings were outside of the United States and de
nominated in currencies other than the U.S. dollar. A signifi
cant portion of such borrowings were in high inflation rate
countries in Latin America where such borrowings are in
curred as a hedge of a net asset position.

COLGATE-PALMOLIVE COMPANY (DEC)
1988

1987

($000)

Total current liabilities..................................
Long-term debt............................................
Deferred income taxes..................................
Other liabilities.............................................

$1,071,855
674,291
183,208
137,586

$1,276,967
694,130
126,525
188,888

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Dollars In Thousands Except Per Share Amounts

8. Long-Term D ebt and C redit Facilities
Long-term debt consists of the following at December 31:
1988

1987

$150,000 face amount debentures due 2017
(less unamortized discount of $3,535 and
$3,660) at an effective interest rate of 9.98%
$146,465 $146,340
8.4% notes with various maturities through
1998..............................................................
112,500
125,000
$100,000 face amount Eurodollar notes due
1996 (less unamortized discount of $1,155
and $1,315) at an effective interest rate of
9.5% ..................................................................
98,845 98,685
European Currency Unit notes due 1991 at an
effective interest rate of 7.7%............................
75,474 75,300
$62,400 face amount dual currency bonds due
1995 (less unamortized discount of $5,984
and $7,027) at an effective interest rate of
10.3%................................................................
56,416 55,373
Swiss franc notes due 1993 at an effective in
50,000 50,000
terest rate of 8.9% .............................................
Australian currency notes due 1991 at the 30day commercial paper rate less 35 basis
points................................................................
47,500 47,500
Domestic term loan due 1990 at an effective in
terest rate of 10.25%.........................................
37,500 37,500
French franc notes with various maturities........
26,317
11,289
Obligations under capital leases.........................
2,861
23,423
Other (principally overseas)...............................
41,618
48,744
Less; current portion of long-term debt.............

695,496
21,205

719,154
25,024

$674,291

$694,130

Scheduled m aturities of long-term debt outstanding at De
cember 3 1 , 1988, exclusive of capitalized lease obligations,
are as follow s; 1989— $19,067; 1990— $87,325; 1991—
$138,248; 1992— $15,812; 1993— $67,310.
On July 2 , 1987, the Company filed a registration statement
on Form S-3 with the Securities and Exchange Commission
under which the Company will offer for sale from time to time
up to $300,000 of unsecured indebtedness pursuant to Rule
415 under the Securities Act of 1933, as amended. Under this
registration statement, the Company sold $150,000 of 30-year
debentures on July 2 0 , 1987.
At December 31, 1988, the Company had unused credit
facilities amounting to $918,000. Included in this total is a
$400,000 revolving credit agreement, providing for domestic
borrowings, expiring in November 1989. Interest on borrow
ings under the agreement is based on Certificate of Deposit
rates, London Interbank Offered Rates or other short-term
borrowing rates. Also included in total unused credit facilities
is a $200,000 revolving multicurrency underwritten agreement
which expires in July 1990. This facility has U.S.-based and
London-based borrowing options at short-term borrowing
rates. No borrowings were outstanding under either of these
credit agreements at December 3 1 , 1988. Commitment fees
related to credit facilities are not material.
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EMERSON ELECTRIC CO. (SEP)
1988

1987

($ millions)
Total current liabilities.............................................
Other liabilities.........................................................
Long-term debt..................................................

$1,438.0 $1,324.8
287.5
287.5
481.4
553.0

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(4) Long-term D ebt

Long-term debt is summarized as follows (dollars in mil
lions):

Eurodollar notes due 1998............................
9⅝% Eurodollar notes due 1995............................
8% notes due 1990.................................................
18.55% New Zealand dollar notes due 1989 ..........
8% convertible subordinated debentures due 2010..
Lease obligations payable in installments through
2014 with a weighted average interest rate of
7.4% at September 30, 1988 ..............................
Other, principally notes payable in installments
through 2004 with a weighted average interest
rate of 6.5% at September 3 0 , 1988 ..................
7⅞ %

1988

1987

$100.0
100.0
100.0
61.3
50.8

100.0
100.0
100.0
64.6
51.1

79.4

89.4

61.4

59.2

Less current maturities............................................

552.9
71.5

564.3
11.3

Total...................................................................

$481.4

553.0

In 1986, the 7⅞ % Eurodollar notes were issued and
swapped for fixed rate non-U.S. dollar obligations of the same
m aturity. The non-U.S. obligations are denominated in Ger
man marks (exchanged in 1988 for Dutch guilders), Japanese
yen and Swiss francs with a weighted average interest rate of
6.1%. These non-U.S. dollar obligations have been desig
nated as a partial hedge of the Company’s non-U.S. dollar net
asset exposure. The effects of exchange rate fluctuations on
these obligations are included in cum ulative translation
adjustments and other liabilities.
Also in 1986, the Company issued the 9⅝ % Eurodollar
notes, callable after 1990, with 100,000 warrants exercisable
into $100 million noncallable 9⅝ % notes due 1995. The war
rants were issued at a price of $25 each and may be exercised
through Decem ber 1990 by surrendering an equivalent
amount of original notes, or during the last five years of the
note term by cash payment. The Company can lim it its out
standing debt related to this issue to $100 million by offsetting
any warrants exercised by cash payment with a correspond
ing call of the original notes. Unexercised warrants are re
deemable for $15 each during the last five years of the note
term or for $25 each at final maturity.
In 1987, the Company issued the 8% notes and completed
an interest rate swap agreement that effectively converted this
fixed rate borrowing into a floating rate obligation with an
effective interest rate less than that generally available for
commercial paper of double-A rated companies. Also in con
nection with these notes, the Company issued 2,000,000
currency exchange warrants at a price of $4.625 per warrant.
The warrants, which expire in July 1992, are traded on the
American Stock Exchange and entitle the holder to receive,
upon exercise, a U.S. dollar amount based on the functional

relationship of the U.S. dollar to the German mark. The Com
pany entered into an option agreement which hedges its expo
sure to any obligation arising from the warrants.
Also in 1987, the 18.55% New Zealand dollar notes were
issued and swapped for a floating rate U.S. dollar obligation of
the same maturity. The effective interest rate on this obligation
floats at a rate below that generally available for commercial
paper of double-A rated companies.
All swap agreements described above provide for the legal
right of offset, permitting the related debt and assets to be
netted for financial reporting purposes.
Long-term debt maturing during each of the four years
subsequent to September 30, 1989 is $111.1 million, $7.7
million, $32.8 million and $13.9 million, respectively.
Total interest paid related to short-term borrowings and
long-term debt was $66.6 million, $78.1 million and $41.4
million in 1988, 1987 and 1986, respectively.

COLLINS INDUSTRIES, INC. (OCT)

Total current liabilities...............................
Long-term capitalized leases, less current
maturities (Note 2 )...............................
Long-term debt, less current maturities
(Note 2 )................................................

1988

1987

$26,119,273

$21,283,476

4,056,949

4,335,474

15,961,897

18,442,855

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(2) Capitalized Leases and Long-Term Debt:

Certain of the Company’s manufacturing facilities were fi
nanced from the proceeds of industrial revenue bonds. Lease
purchase agreements with the respective cities provide that
the Company may purchase the manufacturing facilities at
any time during the lease terms by paying the outstanding
principal amount of the bonds plus a nominal amount ($1 to
$ 100).

The capitalized leases subject to these agreements follow:
1988

1987

City of Hutchinson, Kansas, 7½% to 8½ % .
Annual principal payments range from
$150,000 in 1989 to $200,000 in
1994, with the remaining principal of
$1,500,000 due in 1999.
City of South Hutchinson, Kansas, 8% to
11%.........................................................
Annual principal payments range from
$75,000 in 1989 to $130,000 in 1994,
with the remaining principal of
$910,000 due in 1999.
City of Evergreen, Alabama, 97.8% of prime
Monthly principal payments range from
$6,700 in 1989 to $11,044 in 1994.
The interest rate cannot be less than
8% or more than 15%.
Other capital leases......................................

$2,138,571

$2,343,291

1,501,250

1,567,500

102,029

43,296

Total capitalized leases............................
Less— Current maturities.........................

$4,304,811
247,862

$4,613,319
277,845

$4,056,949

$4,335,474

562,961

659,232
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At October 3 1 , 1988, the net book value of manufacturing
facilities subject to these lease purchase agreements was
approximately $3,100,000.
Long-term debt consists of the following:
1988
% subordinated debentures,
$13,800,000 face amount (less un
amortized discount of $2,651,670 in
1988 and $3,041,142 in 1987 based
on an imputed interest rate of
14.12%)......................................
10% subordinated note, $4,000,000
face amount (less unamortized dis
count of $51,500 in 1988 and
$206,000 in 1987 based on an im
puted interest rate of 15.72%) less
current maturities of $3,948,500 in
1988............................................
Prime plus 1.0% term loan to bank less
current maturities of $95,016 in 1988
Prime plus 1.4% term loans to bank
less current maturities of $335,000 in
1988 and $335,000 in 1987............
12% notes payabie— unsecured, less
current maturities of $45,803 in 1988
and $80,001 in 1987.....................

1987

The prime plus 1.4% term loans include a 15-year term loan
and a 6-year term loan. The 15-year term loan is due in equal
monthly principal installments of $23,056 and the 6-year term
loan in equal monthly principal installments of $4,861.
M aturities of capitalized leases and long-term debt during
the ensuing five years and thereafter follow:

10 ½

$11,148,330

$10,758,858

1989 ...................................................................... $ 4,801,281
1990 ......................................................................
797,988
1991 ......................................................................
4,729,737
1992 ......................................................................
3,504,772
1993 ......................................................................
3,466,268
Thereafter...................................................................
10,559,638

EMHART CORPORATION (DEC)

___

1,318,567

3,794,000
—

3,495,000

3,829,996

$15,961,897

60,001
$18,442,855

Total current liabilities....................... ..........
Long-term debt................................ ..........
Unfunded pension liabilities...........................
Deferred income taxes..................................
Other liabilities................................. ...........
Total liabilities............................. ...........

1987
1988
($ millions)
$ 647.8 $ 533.3
536.3
674.3
49.1
45.3
24.6
51.7
48.2
36.6
1,455.7
1,191.5

NOTES TO FINANCIAL STATEMENTS

(Dollars in M illions Except Share Amounts)
W arrants were issued in connection with the 10½ % sub
ordinated debentures and are exercisable until November 1,
1989. There are 480,000 warrants outstanding and each war
rant may be used to purchase one share of common stock.
The exercise price w ill be payable in either cash or deben
tures, or both, at the holder’s option. The warrants are re
deemable by the Company at $3.00 per warrant at any time if
the closing price for the Company’s common stock has been
at least 150% of the then-prevailing exercise price of the
warrants for 20 of 30 consecutive trading days.
The 10½ % subordinated debentures may be redeemed at
the option of the Company, in whole or in part, at their principal
amount plus accrued interest, at any tim e on or after Novem
ber 1 , 1989, or at any tim e prior thereto in the event ail the
stock purchase warrants have been exercised or redeemed
as described above. Sinking fund payments sufficient to retire
annually 20% of the debentures originally issued, commenc
ing November 1 , 1990, are calculated to retire approximately
80% of the issue prior to the maturity date of November 1,
1994. The Indenture agreement restricts the payment of divi
dends or the repurchase of common stock, except as provided
by the term s of the Indenture.
The 10% subordinated note was subsequently paid in its
entirety on January 17, 1989. The Company utilized funds
available from a revolving credit agreement with a bank to
repay this debt.
On March 1 5 ,1988, the Company entered into a loan with a
bank to borrow $1,440,000 to finance additional manufactur
ing facilities. This note matures in 1991 and is secured by the
facilities which it finances. The net book value of the facilities
as of October 3 1 , 1988 is $1,570,971. interest is paid monthly
at a rate of prime plus 1.0%, and principal payments are paid
based on a 15-year amortization schedule.

14 (In Part): Financing Arrangements

Long-Term Debt

Emhart Corporation
9¼% sinking fund debentures maturing 2016....
11.70% senior notes maturing 1990................
Commercial paper borrowings classified as longterm.......................................................
6¾% bearer bonds, 175 million deutsche marks
maturing 1995..........................................
11% bearer notes, 35 million pounds sterling
maturing 1992..........................................
5½% bearer bonds, 175 million deutsche marks
maturing 1993..........................................
10% subordinated sinking fund debentures
maturing 1997..........................................
6¾% convertible subordinated debentures
maturing 2002..........................................
Planning Research Corporation notes payable due
through 1994 with interest from 8.18% to
10.25%.......................................................
Other..............................................................
Total...........................................................
Less:
Debt discount..............................................
Current portion of debt..................................
Long-term debt............................................

1988

1987

$200.0

$200.0

75.0
135.0
98.7

111.5

63.4

66.1

98.7
8.5

9.0

50.0

50.0

7.9
21.8
684.0

9.7
25.5
546.8

7.0
2.7
674.3

7.3
3.2
536.3

At December3 1 ,1988, scheduled long-term debt maturities
were $2.7 m illion in 1989; $3.8 million in 1990; $4.3 m illion in
1991; $202.2 m illion in 1992; $101.5 million in 1993; and
$369.5 million subsequent to 1993.
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The Company’s 9¼% (9.65% effective interest rate, after
discount) sinking fund debentures are callable at prices de
creasing from 105 percent of face amount currently to 100
percent in 2006. Commencing in 1997, sinking fund redemp
tions are required in the amount of $8.0 million each year.
The 11.70% senior notes due October 1 5 ,1990 were called
on October 1 5 , 1988.
The Company has the ability and intent to maintain on a
long-term basis $135 million principal amount of commercial
paper borrowings, supported under the terms of the $200
million revolving credit agreement. Accordingly, such amount
of these borrowings has been classified as long-term debt.
The Company has interest rate swaps under which the vari
able rate of interest on $75 million of commercial paper is
converted to a fixed interest rate.

$5,841,992 in domestic short-term borrowings, collateralized
by inventories of the same amount, with interest rates ranging
from 10.0% to 10.7%.
At December 31, 1988 and 1987, the Company had the
following long-term debt:
Domestic:

1988

1987

$ 2 3 ,8 2 1 ,4 3 0

$ 2 7 ,9 6 4 ,2 8 6

1 ,7 5 0 ,0 00

—

3 ,6 0 0 ,0 00

4 ,0 0 0 ,0 0 0

5 9 8 ,8 1 9

6 6 5 ,4 8 7

Bank Term Loan, principal payable in
quarterly installments of $ 1 ,0 3 5 ,7 1 4
through September 1 9 9 4 ............................
1988 Industrial Revenue Bonds, interest
equal to 8 5 % of prime rate, principal
payable in semi-annual installments of
$ 2 5 0 ,0 0 0 through April 1 9 9 2 ....................
1987 Industrial Revenue Notes, variable
interest rate, principal payable in semi

The 175 million deutsche mark 6¾ % bearer bonds are
callable at the option of the Company at prices decreasing
from 101½ percent of face amount on October 1 6 , 1992 to
100½ percent on October 16, 1994.
The 9¼% sinking fund debentures, 6¾ % and 5½% bearer
bonds, and 11% bearer notes include certain restrictions on
secured debt and lim itations on sale and leaseback transac
tions.

annual installments of $ 2 0 0 ,0 0 0 in
1988 and $ 3 0 0 ,0 0 0 thereafter through
November 1 9 9 4 .............................................
Industrial Revenue Bonds, interest at 7 2%
to 7 5% of prime rate payable in
quarterly installments of $ 1 6 ,6 6 7
through April 199 3 , with the balance
due in July 1 9 9 3 ............................................
Industrial Revenue Bonds, 6 .7 5 % , prin

The 10% subordinated sinking fund debentures are callable
at 100 percent of the principal amount. Sinking fund redemp
tions are required in the amount of $.5 million each year
through 1997. Reacquired debentures totaling $.5 million
were being held at December 3 1 , 1988, toward the July 1989
sinking fund requirement.
The 6¾ % convertible subordinated debentures may be
converted into shares of common stock at a price of $26.50
per share at any tim e prior to m aturity. They are redeemable at
prices decreasing from 105 percent of face amount currently
to 100 percent in July 1993. At December 3 1 , 1988, a total of
1,886,794 common shares were reserved for the conversion
of the debentures.
Other long-term debt principally includes mortgage notes
with interest at rates varying from 9⅝ % to 10¾ % due through
2003 and industrial development revenue bonds with interest
at rates varying from 6 ½ % to 12% due through 2000.

FANSTEEL INC. (DEC)
1988

1987

Total Current Liab ilities....................................

$ 4 4 ,3 7 6 ,6 7 8

$ 2 9 ,4 0 8 ,3 6 9

Long-Term Debt, Less Current Maturities .

3 0 ,6 8 5 ,0 2 0

3 4 ,3 7 1 ,2 1 4

Minority In te re s t.................................................

2 0 9 ,0 0 0

4 5 7 ,0 0 0

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4. Debt

Under loan agreements at December 3 1 , 1988 and 1987,
the Company had foreign short-term borrowings totaling 839
million Yen ($6,902,000) and 470 million Yen ($3,480,000),
respectively. Interest rates under the loan agreements are
determined quarterly and, at December3 1 ,1988, ranged from
2.90% to 8.94%. Under the term s of the short-term and long
term Yen loan agreements the Company must maintain a
re s tric te d co m p en satin g b alance o f 170 m illio n Yen
($1,399,000). In 1988 the Company became obligated for

cipal payable in semi-annual install
ments of $ 4 3 ,3 3 5 through June 1 9 3 ....

3 8 9 ,9 6 5

4 7 6 ,6 3 5

3 0 , 1 6 0 ,2 14

3 3 ,1 0 6 ,4 0 8

2 ,8 8 0 ,0 0 0

2 ,5 9 1 ,7 5 0

3 ,5 0 9 ,0 0 0

3 ,4 8 8 ,2 5 0

Foreign
3 5 0 million Yen Bank Term Loan, 5 .4 % ,
principal payable in annual installments
beginning March 1991 through March

2002 ..........................................
4 27 million Yen Bank Term Loans, due in
varying installments through October
1996, with interest at 5 .4 % to 6 .2 5 % ..

Less current maturities

6 ,3 8 9 ,0 0 0

6 ,0 8 0 ,0 0 0

3 6 ,5 4 9 ,2 14

3 9 ,1 8 6 ,4 0 8

(5 ,8 6 4 ,1 9 4 )

(4 ,8 1 5 ,1 9 4 )

$ 3 0 ,6 8 5 ,0 2 0

$ 3 4 ,3 7 1 ,2 1 4

The Bank Term Loan Agreement permits the Company to
choose between three interest rate options and to specify
what portion of the loan is covered by a specific interest rate
option and the applicable funding period which the interest
rate option is to apply. The interest rate options are as follows:
Banks prime lending rate through Septem ber3 0 ,1992, then
Banks prime lending rate plus ¼ of 1% for remaining term.
Funding periods are restricted to 90 days or less.
Banks Certificate of Deposit rate plus ¾ of 1% through
September 3 0 , 1992, then the certificate of deposit rate plus
1% for remaining term. Funding periods are restricted to 30,
60, 90 or 180 days.
London Interbank Rate (LIBOR) plus 3/4 of 1% through
September 3 0 , 1992, then the LIBOR rate plus 1% for remain
ing term. Funding periods are restricted to one, two, three or
six months.
At December 3 1 ,1988, interest on the Bank Term Loan was
at a rate of approximately 10.25%.
The Yen Bank Term Loans are collateralized by the V TechFansteei Inc. facilty, land and equipment.

Long-Term Debt

At December 3 1 , 1988 the interest rates on the 1987 and
1988 Industrial Revenue Bonds were approximately 7.14%
and 8.5%, respectively.
Several of the Company’s debt agreements require the
maintenance of certain financial ratios including maintaining
consolidated tangible net worth (as defined) of at least
$65,000,000. At December 31, 1988 the Company was in
compliance with these requirements.
Long-term debt maturing in each of the five years subse
quent to December 3 1 , 1988 is $5,864,194 in 1989 and 1990,
$6,150,194 in 1991, $5,900,194 in 1992 and $5,872,288 in
1993.
Interest paid for each of the three years in the period ended
December3 1 ,1988 amounted to $3,215,000, $2,193,000 and
$1,907,000, respectively.

THE GILLETTE COMPANY (DEC)
1987

1988

($ millions)
Total Current Liabilitie s ................................... ....

$ 965.4

$960.5

1,675.2
78.7
221.3
11.9

839.6
61.8
261.8

Long-Term Debt...............................................
Deferred Income Taxes...................................
Other Long-Term Liabilities............................
Minority Interest.............................................

8.1

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Debt

Lo ans payable at December 3 1 , 1988 and 1987, included
$26 million and $13 m illion, respectively, of commercial paper.
Long-term debt i s summarized as follows.
(Millions of dollars)
December 31,
1988
Borrowings under revolving credit
agreement, floating rates...............
Commercial paper...............................
6% Deutschmark notes due 1994.......
6⅜% Deutschmark bonds due 1993...
9⅝% Pound sterling notes due 1993..
6.35%-6.73% Deutschmark notes due
1992/1993.......................................
Note due 1991, floating rate...............
9% French franc notes due 1992........
ECU notes due 1993.................
7% Deutschmark bonds due 1991.....
4⅜ % Swiss franc notes due 1991.....
6⅞% Deutschmark bonds due 1992...
Other, primarily foreign currency bor
rowings ...........................................

$ 590.0
—

173.0
144.1
126.6
125.6

December 31,
1987
$

—
150.0
183.5
—

132.1
—

100.0

—

82.5
64.5

94.0
71.7

—

68.0

63.1
42.6

65.2
43.5

163.2

31.6

$1,675.2

$839.6

During 1988, the Company entered into swap agreements
that effectively established a 125 m illion Deutschmark princi
pal obligation due 1991 at a fixed interest rate of 6.0% in
exchange for U.S. $72.7 million principal amount of the bor
rowings under the Company’s revolving credit agreement. In
addition, the interest rate of the floating rate U.S. $100 million
note due 1991 was fixed at 9.1%.
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In 1987, swap agreements effectively established U.S. dol
lar-denominated interest and principal obligations over the
terms of the pound sterling, French franc and ECU notes at an
aggregate U.S. dollar principal amount of $260.2 million with a
weighted average interest rate of 8.8%.
At December 3 1 , 1988 and 1987, $13.4 million and $37.6
million, respectively, associated with the swap agreements
were recorded as long-term receivables in other assets.
Certain foreign currency borrowings in the amount of $110
million are classified as other long-term debt on the basis of
the Company’s intention and ability to maintain supporting
credit agreements beyond 1989. Excluding borrowings under
the revolving bank credit agreement and the $110 million in
foreign currency borrowings, aggregate maturities of total
long-term debt for the five years subsequent to December 31,
1988, are $9.6 million, $12.9 million, $175.3 million, $209.0
million and $393.6 million, respectively.
The weighted average interest rate on total long-term debt
was 8.3% at December 31, 1988, compared with 7.4% at
December 31, 1987. On the fixed rate portion of long-term
debt, the weighted average interest rate was 7.3% at Decem
ber 31, 1988 and 1987.
The Company’s $1.2 billion reducing revolving bank credit
agreement that extends through June 1995 may be used for
general corporate purposes, including stock repurchases.
Under the agreement, the Company has the option to borrow
at various interest rates, including the prime rate, and is re
quired to pay a fee of Vs of 1% per annum and a commitment
fee of ⅛ of 1% per annum on certain unused portions of the
line. In addition, the Company must meet certain financial
covenants relating to net debt, cash flow coverage and net
worth. At December 31, 1988, the Company was in com
pliance with all financial covenants, and its net worth ex
ceeded the amount required by $115.4 million.
Unused lines of credit, including the revolving credit facility,
amounted to $1,153.3 million at December 3 1 , 1988, of which
$26 million supported the commercial paper program.
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Section 2: B alance Sheet

OWENS-CORNING FIBERGLAS CORPORATION
(DEC)
1988

1987

($ millions)
Total current...................
Long-Term Debt (Note 8).

$ 585
1,315

$ 580
1,482

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
8. Long-Term D e b t
(In millions of dollars)
Unsecured credit facility due July 3 0 , 1994, vari
able ....................................................................
Junior subordinated discount debentures due in
2006 (net of unamortized discount of $109 mil
lion— 1988 and $238 million— 1987).................
Senior subordinated debentures due in 2001,
11.75%...............................................................
Notes due through 1999, 4.75% to 14.25%, pay
able in foreign currencies...................................
Extendable notes due in 2005, 9.50% through
1990...................................................................
Debentures due in 2010,12%, subject to annual
sinking fund requirements of $4 m illion.............
Bonds payable in Deutsche Marks due in 2000,
7.25% .................................................................
Debentures due in 2000, 9.5% subject to annual
sinking fund requirements of $3 m illion.............
Note due through 1999, 8.5% ................................
Industrial revenue bonds, expiring from 1993
through 2012, at rates from 5.75% to 10.25% ..
Bonds payable in Swiss Francs due in 2000,
5.375%...............................................................
Other.......................................................................
Less: current portion...........................................
Total long-term debt.......................................

1988

1987

$ 355

$ 388

236

349

300

300

117

118

100

100

72

83

50

50

27
27

30
29

26

26

8
9

10
10

1,327
(12)
$1,315

1,493
(11)
$1,482

In 1987, th e C o m pa ny e s ta b lis h e d a se v e n -y e a r re vo lvin g
b a n k c re d it fa c ility . In itia l b o rro w in g s u n d e r th e new fa c ility
w e re use d to re p a y th e $431 m illio n re m a in in g o u tsta n d in g
u n d e r th e fo rm e r b a n k c re d it fa c ility and to pa y c e rta in bank
fe e s. T h e fo rm e r s e cu re d , $ 1 .6 b illio n , b a n k c re d it fa c ility
(w h ich w a s used to fin a n c e th e C o m pa ny’s re c a p ita liz a tio n )
w a s te rm in a te d .
In th e se co n d q u a rte r o f 1987, th e C o m pa ny a cce le ra te d th e
a m o rtiz a tio n o f fe e s a s so cia te d w ith th e te rm in a te d b a n k fa c il
ity , re s u ltin g in a n e x tra o rd in a ry lo ss o f $ 1 4 m illio n o r $ .3 5 p e r
sh a re , n e t o f re la te d in co m e ta x e s o f $11 m illio n .
In A u g u s t 1988, th e C o m pa ny n e g o tia te d a re d u ctio n in th e
ra te o f in te re s t o f a p p ro x im a te ly o n e q u a rte r o f o n e p e rce n t.
T he m axim um ra te is n o w ¼ p e rce n ta g e p o in t o v e r th e b a n k's
ba se ra te , 1⅛ p e rc e n ta g e p o in ts o v e r th e c e rtific a te o f d e p o s it
ra te , o r 1 p e rce n ta g e p o in t o v e r th e LIB O R ra te . T he m argin
o v e r th e a p p lic a b le ra te re d u ce s a s th e am o un t o f d e b t o u ts ta n d ing u n d e r th e fa c ility is red uce d. T h e ra te o f in te re s t on
b o rro w in g s u n d e r th e fa c ility w a s 10.5 p e rc e n t a t D e cem ber
3 1 , 1988. A s o f J a n u a ry 1 , 1989, th e C om pa ny has in te re s t
ra te c a p c o n tra c ts o f $195 m illio n th a t e ffe c tiv e ly lim it th e
in te re s t ra te to 10.25 p e rc e n t fo r th e firs t q u a rte r o f 1989. T he

in te re s t ra te c a p c o n tra c ts re d u ce to $7 0 m illio n by ye a r-e n d
1989. A fa c ility fe e o f ⅜ o f 1 p e rc e n t is ch a rg e d on th e unused
p o rtio n o f th e fa c ility . A t D e cem b er 31 , 1988, th e re v o lv in g
c re d it fa c ility co m m itm e n t w a s $6 5 0 m illio n , o f w h ich $2 95
m illio n w a s un use d. T h is fa c ility red uce s to $3 2 5 m illio n o v e r
its re m a in in g fiv e -y e a r te rm . T h e fa c ility a g re e m e n t co n ta in s
a ffirm a tiv e an d n e g a tiv e c o ve n a n ts in c lu d in g p ro v is io n s fo r
th e m a in te n a n ce o f w o rk in g c a p ita l, re q u ire m e n ts fo r m in i
m um c o ve ra g e o f fix e d ch a rg e s, re s tric tio n s on th e e a rly re 
tire m e n t o f d e b t a n d o n a d d itio n a l b o rro w in g s, lim ita tio n s on
c a p ita l e x p e n d itu re s an d c e rta in in ve stm e n ts, a m inim um
e a rn in g s re q u ire m e n t, an d re s tric tio n s on th e p a ym e n t o f d i
vid e n d s and p u rch a se o f C o m pa ny s to c k . T h e fa c ility a g re e 
m en t in clu d e s a ch a n g e o f c o n tro l p ro v is io n w h ich w o u ld re s u lt
in a ll o f th e u n p a id p rin c ip a l and a ll a ccru e d in te re s t o f th e
fa c ility b e com in g d u e im m e d ia te ly upon ch a n g e o f c o n tro l.
A n y m a te ria l a d ve rse ch a n g e in th e C o m pa ny’s b u sin e ss,
asse ts, lia b ilitie s , fin a n c ia l c o n d itio n o r re s u lts o f o p e ra tio n s
c o n s titu te s a d e fa u lt u n d e r th e a g ree m ent.
T he ju n io r su b o rd in a te d d is c o u n t d e b e n tu re s w e re issu ed
a t an e ffe c tiv e in te re s t ra te o f 14.5 p e rc e n t and a ccru e in te re s t
a t th e ra te o f 15 p e rc e n t o f th e fa c e a m o u n t sta rtin g D ecem ber,
1991, p a ya b le se m i-a n n u a lly . T h e se d e b e n tu re s a re s u b je c t
to a n nu al s in k in g fu n d re q u ire m e n ts o f $ 2 0 0 m illio n s ta rtin g in
20 02 , an d a re re d e e m a b le a t a n y tim e b y th e C o m pa ny a t fa c e
v a lu e an d a re s u b o rd in a te d to a ll p re s e n t and fu tu re in d e b te d 
ness.
D u ring 1987 th e C o m pa ny p u rch a se d , p rio r to m a tu rity, a
p o rtio n o f its ju n io r su b o rd in a te d d is c o u n t de b e n tu re s h a vin g a
fa c e v a lu e o f $4 1 2 m illio n . P urch ase s w e re m ade a t p rice s in
e xce ss o f b o o k v a lu e (fa c e v a lu e o f th e b o n d s le ss un am o r
tiz e d d is c o u n t) and re s u lte d in an e x tra o rd in a ry lo s s o f $6
m illio n o r $ .1 4 p e r sh a re , n e t o f re la te d in com e ta xe s o f $ 5
m illio n .
D u ring 1988 th e C o m pa ny pu rch a se d , p rio r to m a tu rity , a
p o rtio n o f its ju n io r su b o rd in a te d d is c o u n t d e b e n tu re s ha vin g a
fa c e v a lu e o f $2 4 2 m illio n . T h is b rin g s th e to ta l fa c e am o un t
now re tire d to $6 5 4 m illio n o r 65% o f th e to ta l issu e . P ur
ch a se s w e re m ad e a t p ric e s in e xce ss o f bo ok v a lu e and
re su lte d in a n e x tra o rd in a ry lo s s o f $ 8 m illio n o r $ .2 0 p e r
sh a re , n e t o f re la te d in com e ta x e s o f $ 5 m illio n .
T he s e n io r s u b o rd in a te d d e b e n tu re s a re s u b je c t to an nu al
sin kin g fu n d re q u ire m e n ts o f $6 0 m illio n s ta rtin g in 1997 and
m ay b e red ee m ed b y th e C o m pa ny in 1991 o r th e re a fte r a t
pa r. T h e s e n io r s u b o rd in a te d d e b e n tu re s a re su b o rd in a te d to
a ll d e b t o th e r th a n th e ju n io r su b o rd in a te d d e b e n tu re s.
T he e xte n d a b le n o te s d u e in 20 05 m ay be red ee m ed b y th e
C om pa ny in w h o le o r in p a rt a t a re d e m p tio n p ric e eq u a l to 10 0
p e rce n t o f th e p rin c ip a l a m o u n t p lu s a ccru e d in te re s t. T he
in te re s t ra te o n th e s e e x te n d a b le n o te s is fix e d a t 9 .5 p e rce n t
th ro u g h 1990. B oth th e in te re s t ra te an d th e m a tu rity d a te on
th e n o te s a fte r D e cem b er 1 5 , 1990, m ay be a d ju ste d a t th e
C om pany’s o p tio n b y n o tific a tio n to th e tru s te e no e a rlie r th a n
N o vem b er 1 5 , 1990. A t th a t tim e , th e b o n d h o ld e r h a s th e rig h t
to p u t b o nd s to th e C o m pa ny a t a p ric e e q u a l to 100 p e rc e n t o f
th e p rin c ip a l a m o u n t p lu s a ccru e d in te re s t. T he acco m pa ny
ing sch e d u le o f m a tu ritie s an d s in k in g fu n d re q u ire m e n ts
a ssu m es th e e n tire $ 1 0 0 m illio n w ill be red ee m ed in 1990.
H ow ever, it is th e C o m pa ny’s in te n tio n to e s ta b lis h such in 
te re s t ra te s an d m a tu ritie s a s to e n co u ra g e b o n d h o ld e rs to
c o n tin u e to h o ld th e b o n d s b e yon d 1990.
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Long-Term Debt

T h e 7 .2 5 p e rc e n t D e u tsch e M ark bo nd s ha ve been fu lly
he dg ed in to U .S . D o lla rs th ro u g h th e e xe cu tio n o f a c ro s s 
c u rre n c y in te re s t ra te co n v e rs io n a g re e m e n t. T h is a g ree m ent
e lim in a te d th e ris k o f c u rre n c y flu c tu a tio n s and e sta b lis h e d a
fix e d in te re s t ra te o f 11.1 p e rce n t.
T h e a g g re g a te a m o u n t o f m a tu ritie s and s in k in g fu n d re 
q u ire m e n ts fo r a ll lo n g -te rm d e b t issu e s fo r ea ch o f th e fiv e
ye a rs fo llo w in g D e cem b er 31, 1988, a re :
Year

(In millions of dollars)

1989.........................................
1990.........................................
1991.........................................
1992.........................................
1993.........................................

Amount
$ 12
118
16
17
92

THORN APPLE VALLEY, INC. (MAY)

Total current liabilities.............. ............
Long-term debt (Note 6 ) .......... ............

1988

1987

$45,330,134
23,774,093

$40,548,816
32,418,678

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
6. Long-term Debt:
L o n g -te rm d e b t c o n s is ts o f th e fo llo w in g :
1988
A. Mortgage notes, credit corporation...
$ 9,237,813
B. Industrial revenue bonds.
7,630,000
C. Mortgage notes, insurance company.
4,400,000
D. Note payable, other.
1,500,000
E. Promissory notes, banks.................
F. Obligations under capital leases.........
4,169,667
G. Other long-term debt with varying
terms and maturities.
510,759
Less current portion.

1987
$
8,922,500
5,550,000
2,000,000
13,000,000
5,257,692
1,247,660

27,448,239

35,977,852
3,559,174

$23,774,093

$32,418,678

3,674,146

A . T h e C o m pa ny is re q u ire d to m ake q u a rte rly pa ym en ts o f
$ 3 3 6 ,8 7 0 th ro u g h A u g u s t 1994, a n d $ 5 9 3 ,0 5 6 fro m A u g u st
1994 th ro u g h A u g u s t 1997, a t w h ic h tim e th e lo a n w ill b e fu lly
a m o rtize d . T he e ffe c tiv e in te re s t ra te o f th e n o te is 10.6% .
T h e a g re e m e n t a ls o c o n ta in s c e rta in re q u ire m e n ts w h ich,
am ong o th e r th in g s , re s tric ts p a ym e n t o f ca sh d iv id e n d s to
50% o f th e c o n s o lid a te d n e t in co m e o f th e p rio r fis c a l yea r.
B. A t M ay 2 7 , 1988, th e in d u s tria l reve n u e b o n d s c o n s is t o f
tw o issu e s to ta lin g $ 2 3 0 ,000, p a ya b le in s e m i-a n n u a l p rin c ip a l
pa ym e n ts o f $ 8 0 ,0 0 0 p lu s in te re s t a t 7% to 7 ¼ % th ro u g h
D e cem b er 1, 19 8 9 ; o n e issu e o f $ 1 ,7 5 0 ,0 0 0 , w ith v a ryin g
a n n u a l p rin c ip a l p a ym e n ts d u e O c to b e r 1 , 1988 th ro u g h O cto 
b e r 1, 1989, an d q u a rte rly in te re s t a t 79 .44% o f th e c u rre n t
prim e ra te ; an d o n e is s u e o f $ 5 ,6 5 0 ,0 0 0 w ith v a ry in g q u a rte rly
p rin c ip a l p a ym e n ts d u e J u ly 1 , 1988 th ro u g h J a n u a ry 1 , 2000,
and q u a rte rly in te re s t a t 8 3 .5 7 % o f th e c u rre n t prim e ra te o r
7% , w h ic h e v e r is h ig h e r.
C . T h e C o m pa ny is re q u ire d u n d e r th e lo an a g re e m e n t w ith
th e in s u ra n c e co m p a n y to m ake a n n u a l p rin c ip a l p a ym en ts o f
$ 5 0 0 ,0 0 0 , w ith a fin a l p a ym e n t o f $ 2 ,9 0 0 ,0 0 0 du e J u ly 1,
1991. In te re s t is p a ya b le m o n th ly a t 9¾ % to 10¾ % .

T he a g re e m e n t c o n ta in s w o rk in g c a p ita l re q u ire m e n ts and
c o ve n a n ts w h ich , am o ng o th e r th in g s , re s tric t p a ym e n t o f
cash d iv id e n d s an d a c q u is itio n o f tre a s u ry s to c k to 50% o f
p rio r y e a r’s n e t in co m e on a firs t-in , firs t-o u t m etho d o f in ve n 
to ry v a lu a tio n . H o w eve r, su ch d iv id e n d s an d a c q u is itio n s m ay
be m ade up to $ 6 7 5 ,0 0 0 p e r ye a r, w ith o u t re g a rd to su ch p rio r
y e a r’s n e t in com e, b u t n o t fo r tw o co n s e c u tiv e ye a rs.
A t M ay 2 7 , 1988, th e C o m pa ny w a s in d e fa u lt o f a co ve n a n t
w h ich re q u ire s th e m a in te n a n ce o f a 1.50 to 1.00 c u rre n t ra tio .
T h is ra tio is d e te rm in e d b y v a lu in g in v e n to rie s o n a lo w e r o f
firs t-in , firs t-o u t c o s t o r m arke t. T h e le n d e r ha s g ive n th e
C om pany fo rb e a ra n c e re g a rd in g th is d e fa u lt u n til M ay 26,
1989.
T h is fo rb e a ra n c e re d u ce d th e re q u ire m e n t a t M ay 2 7 , 1988
to a 1.45 to 1.00 c u rre n t ra tio . A t M ay 2 6 , 1989, an d th e re a fte r
th e C o m pa ny is o b lig a te d to m a in ta in a 1.50 to 1.00 c u rre n t
ra tio w h ich w a s re q u ire d p rio r to th e g ra n tin g o f th e fo rb e a r
ance.
D. T h e n o te p a ya b le , o th e r, is d u e in q u a rte rly in s ta llm e n ts
o f $ 1 2 5 ,0 0 0 th ro u g h 1991 w ith in te re s t a t 9% o f th e o u ts ta n d 
in g b a la n ce .
E. T h e p ro m is s o ry n o te s, ba nks, a t M ay 29, 1987, re p re 
se n te d a R e vo lvin g C re d it A g re e m e n t w h e re b y th e C om pany
c o u ld b o rro w a t a n y tim e a p rin c ip a l a m o u n t u p to
$ 1 7 ,0 0 0 ,0 0 0 . D u rin g 1988, th e C o m p a n y te rm in a te d th is
a g ree m ent.
F. O b lig a tio n s u n d e r c a p ita l le a se s a re a t fix e d in te re s t ra te s
be tw ee n 10.65% and 14 .52% an d a t flo a tin g ra te s th a t va ry
b e lo w th e c u rre n t p rim e ra te .
P ro p e rty u n d e r c a p ita l le a se s c o n s is ts o f th e fo llo w in g :
1988

1987

Machinery and equipment...........................
Transportation equipment.............................

$7,694,126
1,495,030

$7,694,126
1,506,525

Less accumulated amortization...................

9,153,156
5,171,969

9,200,651
4,164,549

$3,981,187

$5,036,102

F u tu re m in im un re n ta ls fo r le a se d p ro p e rty u n d e r c a p ita l
le a se s a re a s fo llo w s :
Year ending

Amount

1989 .............................................................................
1990 ...............................................................................
1991 ...............................................................................
1992 ...............................................................................
1993 ...............................................................................
Later years......................................................................

$1,894,036
762,639
546,480
546,480
546,480
1,009,860

Total minimum lease obligations........................................
Less interest.......................................................................

5,305,975
1,136,308

Present value of total minimum lease obligations................

$4,169,667

T h e lo n g -te rm d e b t is c o lla te ra liz e d b y s u b s ta n tia lly a ll p ro p 
e rty , p la n t an d e q u ip m e n t.
T h e a g g re g a te m a tu ritie s o f lo n g -te rm d e b t (e x c lu d in g
o b lig a tio n s und e r c a p ita l le a se s) d u rin g th e fiv e y e a rs su b se 
q u e n t to M a y 2 7 , 1 9 8 8 a re : 1 9 8 9 , $ 2 ,1 1 2 ,9 7 4 ; 1 9 9 0 ,
$ 2 ,8 9 3 ,9 1 0 ; 19 91 , $ 1 ,8 5 5 ,8 3 1 ; 19 92 , $ 4 ,3 5 7 ,9 2 5 ; 1993,
$ 1 ,0 6 5 ,7 6 6 .
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CREDIT AGREEMENTS
A s sho w n in T a b le 2 -2 7 , m an y o f th e s u rv e y co m p a n ie s
d is c lo s e d th e e x is te n c e o f lo a n co m m itm e n ts fro m ba nks o r
in su ra n ce c o m p a n ie s fo r fu tu re lo a n s. E xam p les o f su ch loan
co m m itm e n t d is c lo s u re s fo llo w .

ACME STEEL COMPANY (DEC)

TABLE 2-27: CREDIT AGREEMENTS
1988

1987

1986

1985

Disclosing credit agreements.
Not disclosing credit agree
ment .................................

537

531

530

552

63

69

70

48

Total Companies.............

600

600

600

600

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Long-term D e b t an d Revolving Credit Agreem ents:
L o n g -te rm d e b t o f $ 9 .5 m illio n a t D e cem b er 2 5 , 1988 be ars
in te re s t a t ra te s ra n g in g fro m 6 .2 5 % to 6 .7 5% . P rin c ip a l m atu
ritie s a re sch e d u le d fro m 1993 to 2 0 0 8 a t va ry in g am o un ts
w ith th e o n ly m a tu rity d u rin g th e fiv e y e a rs e n d in g D e cem b er
2 7 , 1993 b e in g $ 3 .5 m illio n in 1993. C a sh flo w s fro m o p e ra tin g
a c tiv itie s w e re red u ce d b y ca sh p a id fo r in te re s t on d e b t d u rin g
1988, 1987 and 19 86 o f $ 0 .8 m illio n , $ 0 .8 m illio n an d $ 0 .3
m illio n , re s p e c tiv e ly .
T h e co m p a n y had a re v o lv in g c re d it a g re e m e n t w ith a
g ro u p o f b a n ks w h ic h p ro v id e d a g g re g a te co m m itm e n ts o f
$4 5 m illio n . A t D e ce m b e r 25, 1988 no am o un ts w e re o u t
s ta n d in g u n d e r th e c re d it a g re e m e n t. T h e com p an y p a id an
a n n u a l c o m m itm e n t fe e ra n g in g fro m th re e -e ig h ts to o n e -h a lf
p e rc e n t o n th e un u se d p o rtio n o f th e c re d it lin e . In Ja n u a ry
1989, th e a g g re g a te co m m itm e n t u n d e r th e c re d it a g ree m ent
w a s in c re a s e d to $ 6 0 m illio n . T h e c re d it a g re e m e n t in clu d e s a
c o ve n a n t th a t re s tric ts th e p a ym e n t o f d ivid e n d s. A t D e cem b er
2 5 , 1988, re ta in e d e a rn in g s a v a ila b le fo r th e p a ym e n t o f d iv i
d e n d s a m o un te d to $ 5 .3 m illio n .

ALLIED-SIGNAL INC. (DEC)
N O T E S TO F IN A N C IA L STATEM ENTS
14 (In Part): Long-term D e b t an d Credit Agreem ent
In O c to b e r 1988 th e C o m pa ny n e g o tia te d a new e ig h t-y e a r
$ 1 .2 b illio n re v o lv in g c re d it a g re e m e n t w ith a g ro u p o f 16
ba nks w h ich re p la ce d a $ 2 .4 b illio n a rra n g e m e n t. T h e fu n d s
a v a ila b le u n d e r th e a g re e m e n t m ay be use d fo r a n y co rp o ra te
p u rpo se. T h e p rin c ip a l a m o u n ts o f su ch lo a n s a re re q u ire d to
be re p a id no la te r th a n S e p te m b e r 3 0 , 1992, o r m ay be con
v e rte d to te rm lo a n s to be re p a id in se m ia n n u a l in s ta llm e n ts
th ro u g h S e p te m b e r 30 , 1996. A n n u a lly th e C o m pa ny m ay
re q u e st th a t th e m a tu rity o f th e re v o lv in g c re d it an d th e te rm
loan be e xte n d e d b y a n o th e r ye a r. T h e C o m pa ny h a s ag ree d
to p a y a co m m itm e n t fe e o f ¼ o f 1 p e rc e n t p e r annum o n th e
firs t $ 4 8 4 m illio n o f th e c o m m itm e n t an d ⅛ of 1 p e rc e n t on th e
b a la n ce o f th e u n u tiliz e d co m m itm e n t.
In te re s t w o u ld b e p a y a b le a t th e a ve ra g e flo a tin g ba se ra te
o f tw o re fe re n c e b a n ks o r w o u ld be p a ya b le a t a ra te w h ich is,
fo r th e firs t th re e y e a rs o f th e c re d it a g re e m e n t, no g re a te r tha n
⅜ of 1 p e rc e n t o v e r th e a ve ra g e Lo nd on In te rb a n k O ffe re d
R ate (LIB O R ) o f th re e o u t o f fiv e re fe re n c e ba nks. A lth o u g h
th e C o m pa ny had no b a la n ce o u ts ta n d in g u n d e r th e c re d it
a g re e m e n t a t D e cem b er 3 1 , 1988, it ha s s e rve d a s s u p p o rt fo r
issu a n ce o f co m m e rcia l p a p e r and n o te s u n d e r th e C om 
pa n y’s E m ployee S to c k O w n e rsh ip fu n d in g pro gra m .

CATERPILLAR INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
(D o lla r a m o u n ts in m illio n s e x c e p t p e r sh a re d a ta )
11. Credit Commitments
T h e co m p a n y h a s a rra n g e m e n ts w ith a n u m b e r o f U .S . and
no n-U .S . b a n ks to p ro v id e lin e s o f c re d it. T h e se c re d it lin e s
a re ch a n g e d a s th e c o m p a n y’s a n tic ip a te d n e ed s v a ry a n d a re
n o t in d ic a tiv e o f th e co m p a n y’s sh o rt-te rm b o rro w in g c a p a c ity .
A t D e cem b er 3 1 , 1988, th e co m p a n y had co n firm e d s h o rt
te rm c re d it lin e s w ith b a n ks to ta lin g $ 1 ,8 5 3 (U .S . $ 1 ,2 3 4 and
no n-U .S . $6 19 ) o f w h ich $ 1 ,7 5 4 w a s un use d . In a d d itio n to
th e s e s h o rt-te rm c re d it lin e s , a th re e -y e a r $5 0 0 re v o lv in g
c re d it a g re e m e n t w a s e n te re d in to w ith a g ro u p o f co m m e rcia l
ba nks d u rin g 1988. T h is a g re e m e n t e x p ire s in 1991, b u t m ay
be e xte n d e d o n a n a n n u a l b a sis s u b je c t to m utua l a g ree m ent.
It is c u rre n tly b e in g use d to p ro v id e s u p p o rt fo r th e issu a n ce o f
co m m e rcia l p a p e r. B ase d o n th is a g re e m e n t, $5 0 0 o f com 
m e rcia l p a p e r o u ts ta n d in g a t D e cem b er 3 1 , 1988, w a s c la s s i
fie d a s lo n g -te rm d e b t d u e a fte r o n e ye a r.
T h e co m p a n y m a in ta in s c o m p e n sa tin g b a la n ce s fo r a p o r
tio n o f th e c re d it lin e s in th e U n ite d S ta te s . D u ring 1988, such
b a la n ce s a ve ra g e d le s s th a n 1% o f th e to ta l U .S . lin e s o f
c re d it.

COMMERCIAL METALS COMPANY (AUG)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS
F (In Part): Long-term Credit Arrangem ents:
O n O c to b e r 2 3 , 1986, th e C o m pa ny a rra n g e d a 3 ½ y e a r
$ 3 0 ,0 0 0 ,0 0 0 u n se cu re d re v o lv in g c re d it and te rm lo a n fa c ility
w ith a g ro u p o f s ix b a nks. T h is c re d it fa c ility is c o n v e rtib le , in
1990, a t th e C o m pa ny’s o p tio n in to a fo u r-y e a r te rm lo an. T he
a g re e m e n t p ro v id e s fo r b o rro w in g s in U n ite d S ta te s d o lla rs
in dexe d to th e p rim e ra te , to th e U n ite d S ta te s c e rtific a te o f
d e p o s it ra te , o r to th e o ffs h o re d o lla r in te rb a n k m a rke t ra te and
in c lu d e s a n a d d itio n a l o p tio n fo r a lte rn a te fix e d -ra te te rm
lo a n s in d e xe d to th e b a n ks’ n e t c o s t o f o b ta in in g fu n d s . A
co m m itm e n t fe e o f ⅜ % p e r annum is p a ya b le on th e unused
c re d it lin e . N o c o m p e n s a tin g b a la n c e s a re re q u ire d . T he
te rm s o f th e c re d it a g re e m e n t in c lu d e , in a d d itio n to o th e r
re q u ire m e n ts, m a in te n a n ce o f c o n s o lid a te d n e t c u rre n t a sse ts

C redit Agreem ents

of $ 7 5 ,0 0 0 ,0 0 0 and place certain restrictions on dividends
(other than stock dividends) and on the purchase of the Com 
pany’s outstanding stock. At August 3 1 , 1988, approxim ately
$ 5 7 ,0 0 0 ,0 0 0 of retained earnings w as available for dividends
under these covenants.

DIGIORGIO CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 4— Banking Arrangements
At D ecem ber 31 , 1988, the Com pany had available con
firm ed, unsecured short-term lines of credit with m ajor dom es
tic banks totaling $ 3 5 m illion, of which $1 8 m illion w as unused.
T here are no com pensating balance requirem ents in connec
tion w ith th ese lines of credit, but the Com pany pays a com m it
m ent fe e to the banks based on the am ount of the credit tines.
The lines are renew ed annually and the interest rate is based
either on com petitive m oney m arket rates o r th e current prim e
rate, at the Com pany’s option. T he interest rates on borrow
ings vary with each advance and ranged from 7.1 3% to
10.50% during 1988. During th e year, the C om pany’s average
am ount of short-term notes payable w as $3 6 m illion at a
w eighted averag e in terest rate of 7 .8 7% . T h e m axim um
am ount of short-term notes payable outstanding during 1988
w as $ 6 0 .5 million.
During 1988, a bridge line of credit w as obtained to finance
the repurchase of 3 .5 million shares of stock under the Com 
pany’s recapitalization program . Approxim ately $ 7 4 million
w as draw n under this line in M arch, 1988 at an average
interest rate of 8 .0 7% . T h e line w as repaid in full and cancelled
in M ay, 1988.

SERVICE CORPORATION INTERNATIONAL (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
8 (In Part): D e b t
December 3 1 , 1988

April 3 0 , 1988

(Thousands)
Indebtedness to banks under re
$

_

volving credit loan agreement

$ 7 5 ,0 0 0

Unsecured indebtedness...............

1 6 5 ,02 3

139 ,82 2

Subordinated indebtedness........

1 3 0 ,8 0 9

1 3 1 ,04 7

Notes payable in installm ents....

6 7 ,0 2 0

6 4 ,5 7 0

Other ..................................................

2 8 ,1 0 0

2 9 ,1 8 8

$ 4 6 5 ,9 5 2

$ 3 6 4 ,6 2 7

S C I has a revolving credit loan agreem ent with th ree m ajor
banks providing for borrowings of up to $ 7 5 ,0 0 0 ,0 0 0 . Funds
m ay be draw n and repaid at anytim e prior to Novem ber 30,
1989, at which tim e the total com m itm ent, or any portion
thereof, m ay be converted into term loans payable in five
equal annual installm ents. At S C I’s option, the interest rate on
any loan under the agreem ent will be based on an adjusted
certificate of deposit rate, a Euro-dollar rate or the prim e rate
as defined in the agreem ent. This agreem ent, am ong other
things, lim its the paym ent of cash dividends on comm on stock
and requires the paym ent of ¼ of 1% annual com m itm ent fee
on the first $ 5 0 ,0 0 0 ,0 0 0 o f unused balance and 3/16 of 1%
annual com m itm ent fee on any rem aining unused balance.
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SC I also has a bank line of credit of $25,0 0 0 ,0 0 0 o f w hich
$ 5 ,0 0 0 ,0 0 0 w as draw n at D ecem ber 3 1 , 1988) at rates sim ilar
to the revolving credit agreem ent. No fees are charged for this
line of credit and the line m ay be w ithdraw n at any tim e at the
option of th e bank. T h e Com pany expects to reach an agree
m ent for a new credit arrangem ent with banks to expand the
credit facility to $ 1 5 0 ,0 0 0 ,0 0 0 and revise th e debt covenants
to consider the new financial statem ent presentation.

UNOCAL CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Long-Term D e b t a n d C redit Agreem ents (In Part)
Lines of Credit
The com pany has a $ 1 .5 billion bank credit agreem ent,
which is a revolving credit through 1990 and a term loan for
outstanding borrowings for the th ree years thereafter. It is
available for general corporate purposes, including the sup
port of com m ercial paper issued by Union O il, U XP, and Union
O il C redit Corporation. As of February 2 8 , 1989, the com pany
had available undrawn com m itm ents of $ 1 .4 billion through
1990 at a com m itm ent fee of 1/16 of 1% on the undrawn funds.
In addition, th e com pany pays a facility fe e of ⅛ of 1% on the
total com m itm ents.
In 1988, the com pany negotiated a new $9 0 0 m illion bank
credit facility with various banks to replace the long-term back
up credit facility previously used in support of com m ercial
paper issued by Union O il and Union O il C redit Corporation.
This new facility is available for the sam e purposes as the $ 1 .5
billion bank credit agreem ent and is a revolving credit through
M arch 1 5 , 1990 and a term loan for outstanding borrowings for
the three years thereafter. As of February 2 8 , 1989, the com 
pany had available undrawn com m itm ents of $7 00 million
through M arch 1 5 , 1990 at a com m itm ent fee of 3/16 of 1% on
the undrawn funds.
In addition, the com pany has reim bursem ent agreem ents
with a m ajor bank providing for the reim bursem ent of am ounts
drawn under irrevocable direct-pay letters of credit issued by
such bank for the paym ent of $ 8 7 m illion in certain industrial
developm ent revenue bonds issued in 1987 and 1988. The
com pany pays a facility fee of ⅜ of 1% on the outstanding
am ount of the letters of credit.
Ail of the above-m entioned bank agreem ents im pose cer
tain financial restrictions on Union O il as borrower and Unocal
as guarantor, including financial restrictions relating to work
ing capital, leverage, and tangible net worth.
The com pany also has a shelf registration on file with the
Securities and Exchange Com m ission, which perm its the
com pany to issue $ 1 .0 5 billion of debt securities for general
corporate purposes. O f the total am ount available, $2 0 0 mil
lion m ay be used for the issuance of m edium -term notes. As of
February 28, 1989, $ 2 million of m edium -term notes w ere
issued under th e shelf registration.
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LONG-TERM LEASES

TABLE 2-28: LONG-TERM LEASES

E ffe ctive fo r le a s in g tra n s a c tio n s e n te re d in to on o r a fte r
Ja n u a ry 1, 1977, Statem ent o f Financial Accounting Stan
dards No. 13, S e ctio n L 10 o f F A S B Accounting Standards—
Current Text, is th e a u th o rita tiv e p ro n o u n ce m e n t on th e re
p o rtin g o f le a se s in th e fin a n c ia l s ta te m e n ts o f le sse e s and
le sso rs.
T a b le 2 -2 8 , in a d d itio n to sh o w in g th e nu m be r o f su rve y
co m p a n ie s re p o rtin g c a p ita liz e d a n d /o r n o n c a p ita liz e d le sse e
le a se s, sho w s th e n a tu re o f in fo rm a tio n m ost fre q u e n tly d is 
clo se d b y th e s u rv e y co m p a n ie s fo r c a p ita liz e d an d n o n ca p i
ta liz e d le sse e le a se s. S e ve n ty s u rv e y co m p a n ie s re p o rte d
le s s o r le ases.
E xam p les o f lo n g -te rm le a se p re s e n ta tio n s an d d is c lo s u re s
fo llo w .

Lessee—Capital Leases
ALBERTSON’S, INC. (JAN)
1989

1988

1987

($000)
Current Liabilities:
Accounts payable..........................
Salaries and related liabilities........
Taxes other than income taxes.....
Income taxes................................
Other current liabilities..................
Current maturities of long-term
debt...........................................
Current obligations under capital
leases........................................
Total Current Liabilities.................
Long-Term Debt................................
Obligations Under Capital Leases.......

13,492

$328,307
54,613
20,775
14,085
11,976

$278,781
52,000
15,307
13,504
10,785

5,655

5,554

5,461

$375,786
64,458
23,570

5,429

4,693

4,201

488,390
64,041
113,046

440,003
69,696
113,455

380,039
75,003
112,220

Number of Companies
1988

1987

1986

1985

471
67
73

467
76
81

469
79
90

465
93
101

463

457

455

446

29

30

28

30

171
168

201
185

210
198

227
216

85
37

84
37

109
43

125
56

Number of Companies
Capitalized and non
capitalized leases............
Noncapitalized leases only...
Capitalized leases only.........
No leases disclosed.............

348
139
59
54

359
122
53
66

373
107
75
45

364
112
78
46

Total Companies............

600

600

600

600

Information Disclosed as to
Noncapitalized Leases
Rental expense
Basic.......... .....................
Contingent.......................
Sublease..........................
Minimum rental payments
Schedule o f......................
Classified by major cate
gories of property.......
Information Disclosed as to
Capitalized Leases
Minimum lease payments....
Imputed interest.......... .......
Leased assets by major clas
sifications .......................
Executory costs....................

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS
Sum m ary o f Significant Accounting Policies (In Part):
C a p ita liz a tio n , D e p re cia tio n and A m o rtiza tio n
Land, b u ild in g s an d e q u ip m e n t a re re co rd e d a t c o s t. D epre
d a tio n is p ro vid e d o n th e s tra ig h t-lin e m etho d o v e r th e e s ti
m ated u se fu l life o f th e a sse t.
T h e c o s ts o f m a jo r re m o d e lin g an d im p ro ve m e n ts o n le ased
s to re s a re c a p ita liz e d as le a se h o ld im p ro ve m e n ts. Lease ho ld
im p ro ve m e n ts a re a m o rtize d o v e r th e s h o rte r o f th e life o f th e
a p p lic a b le le a se o r th e u se fu l lin e o f th e a sse t. C a p ita l le ases
a re re co rd e d a t th e lo w e r o f fa ir m a rke t v a lu e o r th e p re se n t
v a lu e o f fu tu re le a se pa ym en ts. T h e se le a se s a re am o rtize d
o v e r th e ir p rim a ry te rm .
U pon d is p o s a l o f d e p re c ia b le p ro p e rty , th e a p p ro p ria te
p ro p e rty a c c o u n ts a re re d u ce d b y th e re la te d c o s ts an d
accu m u la te d d e p re d a tio n . T h e re s u ltin g g a in s and lo sse s a re
re fle c te d in th e c o n s o lid a te d e a rn in g s.
Leases an d Commitments
T h e C o m pa ny le a se s a p o rtio n o f its re a l e sta te . T h e ty p ic a l
le a se p e rio d is 2 5 to 3 0 y e a rs and m o st le a se s co n ta in ren ew al

o p tio n s. E xerc is e o f su c h o p tio n s is d e p e n d e n t o n th e le v e l o f
b u sin e ss c o n d u cte d a t th e lo c a tio n . In a d d itio n , th e C om pany
le a se s c e rta in e q u ip m e n t. S om e le a se s c o n ta in c o n tin g e n t
re n ta l p ro v is io n s ba sed o n s a le s vo lu m e a t re ta il u n its o r m ile s
tra v e le d fo r tru c k s .
A sse ts u n d e r c a p ita l le a s e s a re c a p ita liz e d u sin g in te re s t
ra te s a p p ro p ria te a t th e in c e p tio n o f ea ch le a se . C a p ita l le a se
o b lig a tio n s in c u rre d a m o u n te d to $ 5 ,0 9 4 ,0 0 0 in 1 9 8 8 ,
$ 7 ,4 9 4 ,0 0 0 in 1987 an d $ 7 ,2 3 4 ,0 0 0 in 1986. C o n tin g e n t re n ts
a s s o c ia te d w ith c a p ita l le a s e s w e re $ 3 ,0 3 6 ,0 0 0 in 1988,
$ 2 ,4 1 7 ,0 0 0 in 1987 an d $ 2 ,2 9 3 ,0 0 0 in 1986. F o llo w in g is an
a n a ly s is o f th e C o m pa ny’s a s s e ts u n d e r c a p ita l le a se s (in
th o u sa n d s):

Real estate.........................
Equipment..........................
Accumulated amortization..

February 2,
1989

January 28,
1988

January 29,
1987

$144,523
3,614

$140,466
3,684

$135,974
3,684

$148,137

$144,150

$139,658

$ 63,717

$ 57,910

$ 53,671
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Long-Term Leases

Future minimum lease paym ents for assets under capital
leases at February 2 , 1989 are as follows (in thousands):

GENESCO INC. (JAN)
1988

1989
Real Estate

Equipment

Total

1989

...............................................

$ 1 6 ,7 1 9

$ 1 ,1 0 7

$ 1 7,8 26

1990

...............................................

1 6 ,4 8 5

8 68

1 7,3 53

1991

...............................................

1 6 ,2 6 9

5 57

1 6,8 26

1992

...............................................

1 6 ,0 3 7

104

1 9 9 3 ....................................................

1 5 ,8 0 9

R em ainder........................................
Total m inimum obligations..........
Less executory costs.....................

1 54 ,92 2
2 ,6 3 6

(1 9 0 )

Net minimum obligations.............

2 36,051

Less interest.....................................

(1 1 9 ,5 9 0 )

2 3 8 ,8 7 7
(1 90 )

2 ,6 3 6
(6 22 )

obligations....................................

116,461
(4 ,6 7 1 )

$ 1 1 1 ,7 9 0

2 ,0 1 4
(7 58 )

1988

Contingent re n t.....................................

Less sublease ren t...............................

$ 1 ,2 5 6

$ 11 3 ,0 4 6

198 7
$ 4 8 ,5 4 5

1986
$47,491

4 ,3 8 7

3 ,8 6 9

4 ,0 0 9

5 2 ,4 1 4

5 1 ,5 0 0

(1 0 ,8 4 4 )

(8 ,9 7 8 )
$ 4 3 ,4 3 6

(8 ,1 6 5 )
$ 4 3 ,3 3 5

Future m inim um lea se paym ents for all noncancellable
operating leases and related subleases having a rem aining
term in excess of one year at February 2 , 1989 are as follows
(in thousands):
Real Estate

Equipment

Subleases

$ 4 4 ,7 6 6

$ 1 ,5 3 5

$ (7 ,7 5 9 )

1 9 9 0 ..................................................

4 5 ,2 3 4

1 ,0 5 3

(5 ,9 2 8 )

1 9 9 1 ..................................................

4 5 ,2 0 4
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(4 ,3 0 1 )

1 9 8 9 ..................................................

1 9 9 2 ..................................................

4 4 ,7 3 0

(3 ,7 3 9 )

1 9 9 3 ..................................................

4 4 ,2 6 2

(3 ,2 1 4 )

R em ainder.......................................

6 61,061

(2 1 ,9 9 3 )

Total m inimum obligations (re
ceivables)....................................

$ 8 8 5 ,2 5 7

4 1 ,7 9 5

4 4 ,4 1 2

5 2 ,1 7 5

4 6 ,3 2 4

Long-term d e b t ..........................................................

4 9 ,3 7 7

5 7 ,9 8 9

Capital leases...............................................................

1 0,2 60

1 1 ,0 13

Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies

(5 ,4 2 9 )

5 6 ,7 2 0

$ 4 5 ,8 7 6

Accounts payable and accrued liabilities...........
Total current liab ilities.............................................

1 18 ,47 5

R ent expense under operating leases w as as follows (in
thousands):

$ 5 2 ,3 3 3

1 ,9 1 2

N O T E S T O C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

M inim um obligations have not been reduced by minimum
capital sublease rentals of $ 8 ,6 1 0 ,0 0 0 receivable in the future
under noncancellable capital subleases. Executory costs in
clude such item s as property taxes and insurance.

Minim um r e n t.......................................

0

738

2 3 8 ,6 8 7

Long-term obligations at Febru
ary 2, 1 9 8 9 .....................................

$

S 9 ,6 4 2

Current payments on long-term d e b t.....................
Current payments on capital leases.....................

(1 2 0 ,2 1 2 )

Present value of net minimum
Less current p o rtio n .....................

Current Liabilities

1 5,8 09

1 5 4 ,9 2 2
2 36,241

16,141

($ 00 0 )

$ 2 ,7 7 9

Plant, Equipm ent and C apital Leases
Plant, equipm ent and capital leases are recorded at cost
and are depreciated o r am ortized over the estim ated useful
life of the related assets. Depreciation and am ortization ex
pense is com puted principally by the straight-line m ethod.
Note 4. Plant, Equipm ent a n d C apital Leases
In Thousands
Plant and equipment:
Land............................................................
Buildings and building equipment..............
Machinery, furniture and fixtures................
Construction in progress.............................
Improvements to leased property..............
Capital leases:
Land............................................................
Buildings....................................................
Machinery, furniture and fixtures................

1989
$

1988

166
2,639
35,601
2,595
42,227

$

166
2,460
34,320
3,977
40,888

539
24,706
2,515

569
26,259
2,998

Total plant, equipment and capital leases.......
Accumulated depreciation and amortization;
Plant and equipment...................................
Capital leases.............................................

110,988

111,637

(50,710)
(18,567)

(48,855)
(18,795)

Totals..............................................................

$ 41,711

$ 43,987

Note 8. C o m m itm e n t U nder Long-Term Leases
C apital Leases
Future minim um lease paym ents under leases capitalized
at January 31 , 1989 together with the present value of the
minimum lease paym ents are as follows:

$ (4 6 ,9 3 4 )

Twelve Months Ending January 31
The present value of minim um rent paym ents under operat
ing leases, calculated using th e increm ental interest rates at
the inception of the leases, is approxim ately $ 3 4 4 m illion at
February 2, 1989.
At February 2, 1989 the Com pany w as com m itted under
contracts and purchase orders for approxim ately $ 4 8 ,1 3 0 ,0 0 0
for inventory and land, buildings and equipm ent.

In Thousands

1990 .............................................................................
1991 .................................................................................
1992 .............................................................................
1993 .............................................................................
1994 .............................................................................
Later years........................................................................

$2,168
1,990
1,889
1,750
1,575
14,901

Total minimum payments.................................................
Amount representing interest...........................................

24,273
(13,275)

Present value ofminimum payments................................
Current portion.................................................................

10,998
(738)

Total.................................................................................

$10,260
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Minimum payments are not reduced by minimum sublease
rentals of $842,000 due in the future under noncancelable
subleases. Contingent rentals are immaterial.
Operating Leases
Rental expense under operating leases for the years ended
January 31, 1 9 8 9 ,1988 and 1987 was as follows:
In Thousands

1989

1988

1987

Minimum rentals...............................
Contingent rentals..............................
Sublease rentals................................

$16,917
6,549
(120)

$17,443
6,038
(216)

$25,401
6,291
(300)

Totals................................................

23,346

$23,265

$31,392

Minimum rental commitments payable in future years are as
follows:
Twelve Months Ending January 31

Leases
Included in property, plant and equipment in the accom
panying consolidated balance sheets are the following assets
held under capital leases:
July 1, June 26,
1988
1987
Land.........................................................................
Improvements.........................................................
Property and equipment...........................................

$ 160
2,058
2,111

$ 160
2,058
2,309

Assets under capital lease.......................................
Accumulated amortization........................................

4,329
1,676

4,527
1,360

Assets under capital lease, net.................................

$2,653

$3,167

Capital lease obligations are summarized as follows:
July 1, June 26,
1988
1987

In Thousands

1990 .................................................................................
1991 .................................................................................
1992 .................................................................................
1993 .................................................................................
1994 .................................................................................
Later years..........................................................................

$16,221
15,162
12,941
10,324
8,565
18,356

Total....................................................................................

$81,569

Minimum payments are not reduced by minimum sublease
rentals of $261,000 due in the future under noncancelable
subleases. Most leases provide for the Company to pay real
estate taxes and other expenses and contingent rentals based
on sales. Approxim ately 15 percent of the Company’s leases
contain renewal options.

SUNRISE MEDICAL INC. (JUN)
1987

1988
($000)
Current liabilities:
Current installments of obligations under capit
al leases and long-term debt.......................
Trade accounts payable....................................
Accrued compensation and other expenses.....
Income taxes....................................................

$ 1,873
9,870
9,921
1,564

$ 2,325
8,920
8,597
1,397

Total current liabilities......................................

23,228

21,239

Obligations under capital leases, less current in
stallments.........................................................

2,753

3,199

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Dollars in thousands, except per share amounts)
Summary o f Significant Accounting Policies (In Part)

Property, Plant and Equipment
Property, plant and equipment is recorded at cost and de
preciated over its estimated useful life by use of the straightline or declining balance methods. Assets recorded under
capital leases and leasehold improvements are amortized
over the shorter of their useful lives or the term of the related
leases by use of the straight-line method. The estimated use
ful lives of property, plant and equipment are 3-40 years.

Subleases of an operating facility and certain equip
ment with lease periods expiring through 1998,
at interest of approximately 7% and 15%.
Leases contain options to purchase the assets...
Leases of automobiles with lease periods expiring
at various dates through 1990, at interest of
approximately 10%..............................................
Leases of office equipment with lease periods ex
piring in 1991, at interest of approximately 11%
and 13% .............................................................

$2,863

$3,097

196

378

88

112

Total obligations under capital leases......................
Less current installments........................................

3,147
394

3,587
388

Obligations under capital leases, less current in
stallments........................................................

$2,753

$3,199

Sunrise also leases office and operating facilities, machin
ery and equipment and automobiles under operating leases
with unexpired term s ranging from one to fifteen years. Rental
expense for operating leases amounted to $1,349, $1,515 and
$1,001 for fiscal 1988, 1987 and 1986, respectively.
Minimum lease payments under leases expiring subse
quent to July 1, 1988 are:

Fiscal Years Ending

Capital
Leases

Operating
Leases

1989 ................................................................
1990 ................................................................
1991 ................................................................
1992 ............................................................... .
1993 ................................................................
1994-2003...........................................................

$ 583
534
436
387
382
1,918

$ 2,087
1,803
1,504
1,252
997
2,806

Total minimum lease payments...........................

4,240

$10,449

Less amount representing interest......................

1,093

Present value of net minimun lease payments.

$3,147
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Long-Term Leases

ended January 2 8 , 1989, January 3 0 , 1988 and January 31,
1987 w as as follows:

THE UNITED STATES SHOE CORPORATION
(JAN)

M inim um r e n t .......................................
($ 00 0 )

Contingent re n t.....................................

Current Liabilities:
Unsecured notes p a y a b le .....................................

$

S 5 7 ,6 8 8

-

1988

1987

1986

$ 1 3 1 ,7 4 9

$ 1 1 5 ,1 9 5

$ 9 7 ,5 8 2

1988

1989

Current portion of long-term debt and capital

1 7 ,4 8 9

1 6 ,2 5 8

1 6,1 32

$ 1 4 9 ,2 3 8

$ 1 3 1 ,4 5 3

$ 1 1 3 ,7 1 4

Less-Portion of license fees esti
mated to be payment for ser

lease ob lig ations.................................................

2 7 ,2 4 5

15,5 46

Accounts payable.....................................................

207,181

2 2 1 ,8 1 9

Accrued expenses....................................................

8 9 ,9 4 4

7 4 ,2 0 0

Total current liabilities............................................

3 2 4 ,3 7 0

3 6 9 ,2 5 3

Long-Term D e b t............................................................

1 87 ,72 3

1 42 ,65 5

Capital Lease Obligations............................................

14,651

11,7 54

N O T E S T O C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS

4 ,0 4 9

3 ,4 2 5

3 ,5 8 2

$ 1 4 5 ,1 8 9

$ 1 2 8 ,0 2 8

$ 1 1 0 ,1 3 2

vices ....................................................

The lease and license arrangem ents for the com pany’s
retail locations often include provisions requiring th e paym ent
of increm ental rentals, in addition to any established m inimums, contingent upon th e achievem ent of specified levels of
sales volum e.

WESTERN DIGITAL CORPORATION (JUN)

(Thousands except share am ounts)
9 (In Part): Commitments a n d Contingencies—
Leases and Licenses— T h e com pany leases various plant,
w arehouse, office and retail store facilities as w ell as certain of
its d ata processing, autom otive and production equipm ent
under lease arrangem ents expiring betw een 1989 and 2007.
The com pany also operates retail shoe departm ents within
departm ent and specialty stores under licensing arrange
m ents th at provide not only the necessary space and facilities
but also utilities, m aintenance, credit adm inistration and other
related services.
The
leases
m ent”
sheets

com pany has various leased propety under capital
that are included in th e “Property, Plant and Equip
caption in the accom panying consolidated balance
as follows;
January 2 8 , 1989

January 30, 1988

$ 1,523
14,752
3,439

$ 1,523
13,020
3,628

$19,534

$18,171

3,646

4,111

$15,888

$14,060

Land...........................................
Buildings....................................
Machinery, furniture and fixtures
Accumulated depreciation and
amortization...........................

Future minimum annual rentals under lease and license
arrangem ents at January 28, 1989 are as follows:
Operating
Leases
Fiscal Year

Capital

and License

Leases

Arrangements

$ 2 ,6 1 5

$ 1 3 5 ,7 3 3

1 98 9

.................................................................

1 99 0

.......................................................... .

2 ,5 8 8

132 ,75 7

1 99 1

.................................................................

3 ,8 4 6

1 2 6 ,15 6

1992

.................................................................

2 ,5 2 6

1 1 9 ,4 1 6

1 99 3

.................................................................

2 ,7 7 7

1 12 ,88 2

31,731

3 3 3 ,3 3 8

$ 4 6 ,0 8 3

$ 9 6 0 ,2 8 2

Thereafter............................................................

Less-Imputed in te re s t....................................

3 1 ,0 6 0

Present value of capital lease obligations

$ 1 5 ,0 2 3

Rental expense under operating leases for the fiscal years

1987

1988
($000)
Current liabilities:
Short-term bank borrowings and current in
stallments of long-term d e b t....................... ..

$

2 ,4 8 2

$ 1 ,0 0 6

Current Installments of capital lease obliga
tions (Note 5 ) ..................................................

9,191

7 ,4 0 7

Accounts payable..................................................

1 2 1 ,1 7 5

4 8 ,1 2 3

Accrued p ayro ll.....................................................

6 ,2 1 7

4 ,9 3 0

Accrued expenses.................................................

33,071

1 3,2 42

Income taxes payable..........................................

6 ,1 0 9

3 ,5 5 3

Total current liabilities.........................................

1 7 8 ,2 4 5

78,261

Long-term d e b t ..........................................................

9 2 ,3 2 0

7 ,7 0 5

Capital lease obligations (Note 5 ) ........................

1 8 ,2 07

1 7,7 96

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
(In thousands, except share data)
5 (In Part) : Lease Commitments
C apital Leases
The Com pany is the lessee of certain property and equip
m ent under capital leases expiring in various years through
2017. T he assets and liabilities under capital leases are re
corded at the lesser of th e present value of th e m inim um lease
paym ents or the fair value of the assets. The assets are
am ortized over their related lease term s or their estim ated
useful lives, w hichever is less. G enerally, assets under capital
leases are purchased at th e end of th e lease term .
P ro p erty and eq u ip m ent held u nd er cap ital lea ses is
sum m arized as follows:
June 30,
1988

1987

Land and b u ild in g .........................................................

$ 1 ,3 3 0

$ 1 ,3 3 0

Machinery and equipm ent..........................................

5 6 ,9 9 3

Less accumulated depreciation................................

4 4 ,4 6 0

5 8 ,3 2 3

4 5 ,7 9 0

(2 8 ,0 1 2 )

(1 9 ,3 8 2 )

$ 30,311

$ 2 6 ,4 0 8

M inim um future lease paym ents, net of interest, under
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a p p lica b le to n o n ca n ce la b le o p e ra tin g le a se s, e x c lu s iv e o f
m inim um su b le a se re n ta ls (w h ich a re im m a te ria l) w e re as
fo llo w s :

c a p ita l le a se s a s o f J u n e 3 0 , 1988 a re :
Year ending June 30:
1989 ....................................................................................
1990 ........................................................................................
1991 ....................................................................................
1992 ........................................................................................
1993 ........................................................................................
Thereafter................................................................................

$ 9,191
7,308
5,138
3,571
886
1,304

Present value of net minimum lease payments.......................

$27,398

In te re s t ra te s on c a p ita l le a se o b lig a tio n s v a ry fro m 8% to
14% and a re im p u te d ba sed o n th e lo w e r o f th e C o m pa ny’s
in cre m e n ta l b o rro w in g ra te a t th e in c e p tio n o f ea ch le ase o r
th e le s s o r’s im p lic it ra te o f re tu rn .

Operating
leases

Thousands of dollars
1989 ................................................................................
1990 ................................................................................
1991 ................................................................................
1992 ................................................................................
1993 ................................................................................
Remaining years..................................................................

$ 69,287
61,687
47,287
24,954
13,708
90,096

Total minimum lease payments......................................

$307,019*

* Includes $81 million of previously accrued vessel charter costs.
R e ntal e xp e n se fo r a ll o p e ra tin g le a se s, o th e r th a n re n ta ls
a p p lic a b le to o il and g a s le a se s, w a s a s fo llo w s :

Lessee-Operating Leases
AMCAST INDUSTRIAL CORPORATION (AUG)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS

Thousands of dollars

1988

1987

1986

Total rental expense......................
Less income from subleases.........

$124,887
9,563

$122,621$119,440
9,915
28,941

Net rental expense.....................

$115,324

$112,706

$ 90,499

(In th o u sa n d s e x c e p t fo r p e r sh a re d a ta )

APPLE COMPUTER, INC. (SEP)

Leases
T he co m p a n y h a s a n u m b e r o f o p e ra tin g le a se ag ree m ents
p rim a rily in v o lv in g m a ch in e ry, p h y s ic a l d is trib u tio n , an d com 
p u te r e q u ip m e n t. T h e se le a se s a re n o n ca n ce lla b le and e xp ire
on va rio u s d a te s th ro u g h 1998.
T h e fo llo w in g is a s c h e d u le b y y e a r o f fu tu re m in im un re n ta l
pa ym en ts re q u ire d u n d e r th e o p e ra tin g le a se s th a t ha ve in itia l
o r re m a in in g n o n ca n ce lla b le le a se te rm s in e xce ss o f o n e y e a r
as o f A u g u st 3 1 , 1988:
1989 ....................................................................................
$ 5,338
1990 .............................................................................
4,950
1991 ..........................................................................
4,693
1992 ..........................................................................
2,270
1993 ..........................................................................
1,569
1994 and thereafter......................................................
1,570
Less sublease incom e..................................................
Total Minimum Lease Payments...............................

20,390
1,255
$19,135

R e n t e x p e n se (in c lu d in g c o n tin g e n t re n ts ) w a s a p p ro x
im a te ly $ 3 ,8 2 5 , $ 4 ,4 4 9 , and $ 4 ,5 1 5 fo r th e ye a rs en de d A u
g u s t 3 1 , 1 9 8 8 , 1987, an d 1986. C o n tin g e n tre n ts, w h ich are
based o n v e h ic le m ile a g e , a p p ro xim a te d $181 in 1988, $180
in 1987, and $201 in 1986.

AMERADA HESS CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
11. L eased Assets
T he C o rp o ra tio n an d c e rta in o f its s u b s id ia rie s le a se ta n k 
e rs, se rv ic e s ta tio n s , o ffic e sp a ce and o th e r a ss e ts (o th e r th a n
o il and g a s le a se s) fo r va ry in g p e rio d s . L e ase s th a t e xp ire
g e n e ra lly a re e xp e c te d to be ren ew ed o r re p la ce d b y o th e r
le ases.
A t D e cem b er 3 1 , 1988, fu tu re m inim um re n ta l pa ym en ts

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Leases
A pp le le a se s v a rio u s fa c ilitie s an d e q u ip m e n t u n d e r nonca n ce la b le le a se a rra n g e m e n ts. T h e m a jo r fa c ilitie s le ases
a re fo r te rm s o f fiv e to te n y e a rs and g e n e ra lly p ro v id e ren ew al
o p tio n s fo r te rm s o f up to te n a d d itio n a l ye a rs.
F u tu re m inim um le a se pa ym e n ts u n d e r a ll n o n ca n ce la b le
o p e ra tin g le a se s a s o f S e p te m b e r 3 0 , 1988, a re a s fo llo w s :
(In thousands)
1989 ................................................................................
1990 ................................................................................
1991 ................................................................................
1992 ................................................................................
1993 ................................................................................
Later years..........................................................................

$ 61,112
64,814
54,783
37,974
28,790
90,941

Total minimum lease payments...........................................

$338,414

R ent exp e n se u n d e r a ll o p e ra tin g le a se s w a s a p p ro xim a te ly
$71 m illio n , $4 5 m illio n , an d $3 5 m illio n in 1988, 1987, and
1986, re s p e c tiv e ly .

MORTON THIOKOL, INC. (JUN)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Lease Commitments
T he C o m pa ny h a s co m m itm e n ts u n d e r o p e ra tin g le ases
p rim a rily fo r b u ild in g an d o ffic e sp a ce , ra ilro a d e q u ip m e n t and
rea l e s ta te . R e ntal e xp e n se ch a rg e d in 1 9 8 8 , 1987 an d 1986
w as $ 2 7 .8 , $ 2 1 .8 an d $ 2 2 .4 m illio n , re s p e c tiv e ly , in clu d in g
in s ig n ific a n t a m o u n ts fo r c o n tin g e n t re n ta ls and su b le a se in 
com e. R e new al and p u rch a se o p tio n s a re a v a ila b le on ce rta in
o f th e se le ases.
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Long-Term Leases

Future minim um rental com m itm ents under operating
leases having initial or remaining non-cancelable terms in
excess of one year as of June 30, 1988, are as follows (in
millions): 1 9 8 0 —$18.5; 1990— $16.6; 1991— $14.7; 1992—
$13.1; 19 93— $11.4; thereafter— $58.4.

The following table shows the future minimum rentals to be
received under direct financing leases and future minimum
lease paym ent obligations under capital leases in effect at
Decem ber 3 1 , 1988. Substantially all leases are for buildings.

OMNICOM GROUP INC. (DEC)

(In thousands)

Capital

Direct Financing

Lease

Receivable

Obligations

1 9 8 9 ...................................................................

$ 2 0 ,9 8 2

$ 1 9 ,8 3 7

1 9 9 0 ..................................................................

2 1 ,1 5 8

19,961

1 9 9 1 ..................................................................

2 1 ,4 5 4

2 0 ,1 7 0

1 9 9 2 ...................................................................

2 1 ,1 4 9

1 9,9 23

1 9 9 3 ..................................................................

2 0 ,9 3 7

1 9,8 60

Later...................................................................

2 4 7 ,9 1 0

2 3 4 ,4 0 9

Total m inimum lease p a y m e n ts ...............

3 5 3 ,5 9 0

3 3 4 ,1 6 0

Fiscal Years

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
11— Commitments
At Decem ber 3 1 , 1988, the Com pany was committed under
operating leases, principally for office space. Certain leases
are subject to rent reviews and require paym ent of expenses
under escalation clauses. Rent expense was $8 0,0 5 3 ,0 0 0 in
1988, $ 7 0 ,1 3 6 ,0 0 0 in 1987, and $ 5 7 ,1 7 5 ,0 0 0 in 1986 after
reduction by rents received from subleases of $9 ,088,000,
$6 ,715,000, and $3 ,1 9 7 ,0 0 0 , respectively. Future minimum
base rents under terms of non-cancellable operating leases,
as reduced by rents to be received from existing noncancellable subleases, are as follows:
(Dollars in Thousands)

1 9 8 9 ..........................................

Lease Rentals

Less amount representing estimated
executory costs.........................................

3 ,4 9 3

3 ,4 8 0

Net minimum lease paym en ts..................

3 5 0 ,0 9 7

3 3 0 ,6 8 0

Less unearned incom e.................................

1 92 ,98 4

Less amount representing interest..........

—

1 7 5 ,7 6 9

paym ents....................................................

1 5 7 ,1 1 3

154,911

Less current p o rtio n ....................................

4 ,3 0 2

4 ,7 8 0

$152,811

$150 ,1 3 1

—

Present value of net m inimum lease

Long-term portion at December 3 1 ,

Gross Rent

Sublease Rent

Net Rent

$ 7 6 ,4 7 7

$ 1 5 ,0 8 2

$ 6 1 ,3 9 5

1 9 9 0 ..........................................

7 3 ,1 1 8

1 3 ,8 1 2

5 9 ,3 0 6

1 9 9 1 ..........................................

6 9 ,0 3 8

1 2 ,7 92

5 6 ,2 4 6

1 9 9 2 ..........................................

6 3 ,1 5 0

9 ,1 8 9

53,961

1 9 9 3 ..........................................

5 5 ,4 8 7

4 ,7 6 4

5 0 ,7 2 3

Cumulative th e rea fte r..........

3 6 3 ,0 6 2

1 7 ,6 2 6

3 4 5 ,4 3 6

1 9 8 8 ..............................................................

Contingent rent income w as $1.1, $ 1 .5 and $1 .9 million in
1 9 8 8 , 1987 and 1986, respectively. Contingent rent expense
was $1, $ 1 .3 and $ 1 .7 million in 1 9 8 8 , 1987 and 1986, respec
tively.

FOSTER WHEELER CORPORATION (DEC)
1988

1987

($000)

Lessor Leases
FLEMING COMPANIES, INC. (DEC)

Notes and accounts receivable— lo n g -te rm .............

$ 7 ,6 5 5

S 7 ,3 4 7

Investment in sales-type ieases— n e t........................

5 6 ,8 6 5

5 6 ,5 3 2

Investments and a d v a n c es ............................................

2 8 ,2 6 6

3 0 ,3 4 9

Cost in excess of net assets of subsidiaries ac
1988

1987

($000)
Total current assets..................................................

$ 1 ,1 3 7 ,8 4 5

$ 8 8 6 ,1 6 9

$11,421 and $ 6 ,8 5 7 ............................................

4 1 6 ,3 7 7

5 9 ,6 4 0

Notes receivable.........................................................

2 2 0 ,4 7 7

1 1 4 ,9 6 8

Investment in direct financing leases..................

152,811

1 12 ,01 3

quired ..............................................................................

5 ,6 0 0

5,201

Deferred charges...............................................................

5 1 ,2 2 3

3 8 ,5 0 3

N O TES TO FIN A N C IA L STA TEM EN TS

Goodwill, less accumulated amortization of

(In Thousands of Dollars, Except per Share Amounts)
7.
The Corporation is also the lessor in two sales-type lease
arrangements. T he net investment in these sales-type leases
consist of the following:

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Lease Agreem ents (In Part)
Direct financing leases: The company leases retail store
facilities for sublease to affiliated retailers with terms generally
ranging from 5 to 2 5 years. Certain of these leases represent
the company’s investment in direct financing leases. General
ly, the leases provide for a contingent rental based on sales
performance in excess of specified minimums. Sublease rent
als are generally 5 % higher than the rental paid. T he leases
and subleases usually contain provisions for one to four re
newal options of two to five years each.

Total minimum lease payments to be received
Estimated residual value of leased p ro p e rty ....

Less unearned incom e.............................................

1988

1987

$ 1 4 5 ,6 6 4

$ 1 5 2 ,4 3 6

1 6,4 12

1 6 ,4 12

1 6 2 ,0 7 6

1 68 ,84 8

(1 0 5 ,2 1 1 )

(1 1 2 ,3 1 6 )

$ 5 6 ,8 6 5

$ 5 6 ,5 3 2

At D ecem ber 30, 1988 minimum lease payments to be
received under these sales-type leases for the five succeed
ing years are as follows: $ 7 ,3 1 2 for 1989 to 1992 and $7 ,8 1 5
for 1993.
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SUPER VALU STORES, INC. (FEB)

GENERAL DYNAMICS CORORATION (DEC)
1988

1987

1987

1988

($000)

($ millions)
Total Current Assets...........................................

$3,635.8

$3,131.5

Deferred Charges and Other Assets....................
Property, Plant and Equipment, n e t.................
Assets Leased Under Operating Leases— Fi
nance Operations...........................................

138.4
1,700.0

224.6
1,496.9

91.7

71.6

Total Current Assets...........................................
931,806
854,565
Other assets and deferred charges..........................
65,241 47,656
Investment in direct financing leases less cur
rent portion (Note E ).........................................
77,945 72,621
Long-term notes receivable....................................
38,066 25,748

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
E (In Part): Leases

Dollars in millions, except per share amounts
Assets Leased Under Operating Leases— Finance Opera
tions

Assets leased under operating leases are prim arily general
aviation aircraft and are net of accumulated depreciation of
$15.0 and $13.9 in 1988 and 1987, respectively. The Com
pany depreciates these assets using the straight-line method
over the lease term , generally 3-10 years. No contingent
rentals are included in income for the years ended 31 Decem
ber 1988, 1987 or 1986.

Direct financing leases:
Direct financing capital leases represent building lease
obligations of the company. These properties are subleased
to the company’s independent retailers.
A schedule of minimum future rentals to be received under
direct financing leases and minimum future obligations under
capital leases in effect at February 2 7 , 1988 are as follows:
Direct financing
lease rentals
receivable

Capital
lease
obligations

1989 .............................................
1990 .............................................
1991 .............................................
1992 .............................................
1993 .............................................
Later.................................................

$ 17,301,000
16,471,000
15,671,000
14,873,000
13,585,000
82,483,000

$ 16,059,000
15,284,000
14,487,000
13,708,000
12,524,000
77,676,000

Total minimumobligation...................
Less unearned income.....................
Less amount representing interest...

160,384,000
75,187,000

149,738,000

Present value...................................
Less current portion.........................

85,197,000
7,252,000

84,624,000
7,512,000

Long-term portion at February 27,
1988............................................

$ 77,945,000

$ 77,112,000

Minimum future rentals due under operating leases are as
follows:
.

1989.................................................................
1990 .................................................................
1991.................................................................
1992.................................................................
1993 .................................................................
Thereafter.........................................................

$14.4
13.4
13.2
13.0
11.9
12.9

SQUARE D COMPANY (DEC)
1987

1988
($000)
Total Current Assets.......................................... .
Investments in Affiliates...................................
Investment in Leverage Leases.........................

$588,412
16,368
130,468

530,575
15,023
125,639

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Dollars in thousands, except per share)
P. Investment in Leverage Leases

Net investm ent in leverage leases and income tax benefits,
including minority interest, is comprised of the following ele
ments:
1988

1987

Net rentals receivable........................................
Estimated residual value....................................
Less unearned and deferred income..................

$122,411
62,247
72,022

$126,465
62,247
80,530

Investment in leverage leases.............................
Net investment in tax benefits...........................

112,636
17,832

108,182
17,457

Total investment in leverage leases....................
Less deferred income taxes...............................

130,468
89,028

125,639
63,345

Net Investment..............................................

$ 41,440

$ 62,294

Long-term debt associated with the Company’s investment
in leverage leases aggregated $19,004 and $30,637 at De
cember 31, 1988, and December 31, 1987, respectively.

65,114,000

Contingent rent income was $1,702,000, $1,730,000 and
$1,982,000 for 1988, 1987 and 1986, respctively.
Contingent rent expense was $1,260,000, $1,252,000 and
$1,417,000 in 1988, 1987 and 1986, respectively.
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OTHER NONCURRENT LIABILITIES

TABLE 2-29: OTHER NONCURRENT LIABILITIES

In a d d itio n to lo n g -te rm d e b t, m an y o f th e s u rv e y com p an ies
p re se n te d c a p tio n s fo r d e fe rre d ta x e s , m in o rity in te re s ts , em 
p loyee re la te d lia b ilitie s , e s tim a te d lo sse s o r e xp en ses, and
d e fe rre d c re d its . T a b le 2 -2 9 su m m a rize s th e n a tu re o f such
n o n cu rre n t lia b ilitie s an d d e fe rre d c re d its .
E xce p t fo r 18 co m p a n ie s p re s e n tin g an u n c la s s ifie d b a l
ance sh e e t, a ll th e s u rv e y co m p a n ie s d is c lo s e d an am o un t fo r
to ta l c u rre n t lia b ilitie s . O n ly 107 s u rv e y co m p a n ie s d isclo se d
an am o un t fo r to ta l lia b ilitie s .

Deferred Income Taxes
CONCORD FABRICS INC. (AUG)
1988

1987

Total current liabilities...........................
Notes payable— insurance company.......
Other liabilities.......................................
Deferred income taxes (Note D).............

$24,338,354
15,000,000
134,914
75,000

$31,734,742
15,000,000

Total liabilities...................................

39,548,268

47,674,742

940,000

N O TES TO FIN A N C IA L STA TEM EN TS
Note D (In Part): Incom e Taxes
(4) T h e d e fe rre d in com e ta x lia b ility a t A u g u st 28, 1988
co m p rise s s ta te in com e ta x e s re la tin g to d iffe re n c e s betw een
th e ta x ba ses o f a s s e ts an d lia b ilitie s and th e ir fin a n c ia l re p o rt
ing am o un ts. T h e ty p e s o f such d iffe re n c e s re la te to p la n t and
e q uip m en t, in v e n to ry , e s tim a te d d o u b tfu l a cco u n ts and com 
p e n sa tio n a ccru a ls.

Minority Interest

Number of Companies
Deferred income taxes..........
Minority interest....................
Production payments............
Employee Liabilities
Pension or retirement plan ...
Deferred compensation,
bonus, etc........................
Other— described..................
Estimated losses or ex
penses
Discontinued operations........
Insurance..............................
Warranties.............................
Other— described..................
Deferred credits
Deferred profit on sales........
Payments received prior to
rendering servic e .............
Excess of acquired net assets
over cost..........................
Pension plan termination.......
Other— described..................

1988

1987

1986

1985

497
132
5

494
132
8

491
122
11

497
124
13

86

101

89

70

44
30

54
37

50
34

57
39

23
11
8
65

36
6
10
60

39
8
7
58

34
10
7
48

15

19

26

15

12

9

11

7

2

6
11
8

—

—

20

13

16

T he fo llo w in g ta b le su m m a rize s th e m in o rity s to c k h o ld e rs ’
in te re s ts in th e e q u ity o f th e s e s u b s id ia rie s .
December 31

ALUMINUM COMPANY OF AMERICA (DEC)
1988

1987

$1,884.1

$1,521.0

Long-term debt, less amount due within one
year................................................................
Noncurrent liabilities and deferred credits.........
Future taxes on income......................................

1.524.7
478.2
770.1

2,457.6
452.1
700.5

Total liabilities...............................................

4,657.1

5,131.2

Minority interests (Q )........................................

1,244.9

860.0

Minority Interests

$860.0

T h e m in o rity in te re s ts in A IH C and A lc o a A lu m in io re fle c t
th e p re fe rre d s to c k s o f th e s e co m p a n ie s. T he w e ig h te d a ve r
age a n n u a l d iv id e n d ra te fo r A lH C ’s fiv e s e rie s o f p re fe rre d
sto ck, to ta lin g $2 50 , w ill b e 8.8 % u n til 1991. A lc o a A lu m in io ’s
an nu al c o n v e rtib le p re fe rre d s to c k d iv id e n d is $1 8.4.

FUQUA INDUSTRIES, INC. (DEC)

N O TES TO FIN A N C IA L STA TEM EN TS

Q.

1987

$1,244.9

1988

(In m illio n s , e xc e p t s h a re am o un ts)

A lc o a ’s c o n s o lid a te d fin a n c ia l sta te m e n ts in clu d e 100% o f
th e a sse ts, lia b ilitie s an d e a rn in g s o f co m p a n ie s th a t a re not
100% ow ne d. S in ce A lc o a is th e m a jo rity s to c k h o ld e r in th e se
co m p an ies, th e o w n e rs h ip in te re s ts o f th e o th e r s to ckh o ld e rs
a re ca lle d m in o rity in te re s ts . T h e $ 1 7 5 .4 re d u ctio n in A lc o a ’s
1988 n e t in com e is th e m in o rity s to c k h o ld e rs ’ sh a re o f e a rn 
in gs o f th e se s u b s id ia rie s .

1988

Alcoa of Australia.................................................
$ 543.6
$487.2
Alcoa International Holdings Company (AIHC).....
250.0
—
Alcoa Alum inio...........................................................
214.0 212.3
Other majority-owned companies..............................
237.3 160.5

($ millions)
Total current liabilities.......................................

5

3
—

1987

($000)
Total Current Liabilities......................................
Deferred Income Taxes (income taxes payable
after one year)...............................................
Long-Term Debt (borrowed funds due after one
year)..............................................................
Subordinated Debt (borrowed funds subordinate
to other debt)................................................
Minority Interest in Photofinishing Subsidiary ...

$226,794

$151,572

60,242

20,457

49,683

40,659

224,235
185,192

227,176
—
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RAYCHEM CORPORATION (JUN)
1988

Photofinishing Transaction (In Part)

On March 2 9 , 1988 Fuqua combined its photofinishing op
eration with the domestic photofinishing operations of East
man Kodak Company (“ Kodak Group” ). The combined entity,
Qualex Inc., engages in wholesale photofinishing in the United
States, initially having 90 processing plants and approximate
ly 11 ,000 employees.
In accordance with the shareholders’ agreement, Fuqua
received 51% of the voting stock of Qualex represented by
50% of the common stock and 100% of the voting preferred
stock. Kodak received 49% of the voting stock of Qualex
represented by the remaining common stock and, in addition,
received nonvoting preferred stock. The board of directors is
composed of seven members, four of whom are representa
tives of Fuqua. Certain decisions, which are specified in the
agreement, require the concurrence of Kodak’s representa
tives on the board.
Fuqua has consolidated the accounts of Qualex as Fuqua
has a controlling interest in the new company. Kodak’s portion
of ownership and equity in the income of Qualex are reflected
in Fuqua’s consolidated financial statements as a minority
interest.

1987

($ 000)

Total current liabilities.......................................
Long-term debt.................................................
Deferred income taxes.......................................
Other long-term liabilities...................................
Minority interest................................................

$305,055
35,458
29,212
29,609
27,486

$277,715
22,377
25,676
27,484
2,722

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Acquisition, Divestiture and Investm ent (In Part)
Raynet Corporation, a subsidiary of the Company, formed a
new subsidiary, Raynet International, Inc., to pursue market
opportunities for the Raynet fiber optic distribution system
outside the United States. On June 3 0 , 1988, Raynet Interna
tional concluded an agreement to sell convertible preferred
stock and certain other rights to BellSouth Enterprises for an
aggregate of $25 million in a tax-free transaction. The prefer
red stock carries a 12% cumulative dividend and is convertible
into either 8% of the common stock of Raynet International or,
subject to certain regulatory approvals, 5% of the common
stock of Raynet Corporation. The investment by BellSouth
Enterprises has been recorded as a m inority interest.

SMITHKLINE BECKMAN CORPORATION (DEC)
1987

1988

Employee Related Liabilities

($ millions)
Total current liabilities...................... ................
Long-term debt................................ ................
Deferred income taxes...................... ...........
Other liabilities..................................................
Minority interests...............................................

$1,997.8
865.2
554.7
52.4

$1,805.9
715.2
75.3
145.3
119.9

Total liabilities...............................................

3,470.1

2,861.6

—

THE WILLIAMS COMPANIES, INC. (DEC)
1987

1988

AMERICAN HOME PRODUCTS CORPORATION
(DEC)
1988

1987

($000)

Total Current Liabilities......................................
Deferred compensation payable under Manage
ment Incentive Plan.......................................
Other noncurrent liabilities................................

$866,007 $1,291,044
54,666
714,331

70,903
716,730

($ millions)
Total current liabilities.......................................
Long-term debt.................................................
Deferred income taxes.......................................
Deferred income and other liabilities.................
Contingent liabilities and commitments
Redeemable preferred stock of subsidiaries
(Note 13).......................................................

$ 728.5
1,159.1
359.4
159.9

32.1

$ 719.9
1,077.3
333.7
166.5

63.4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
13. Redeemable Preferred Stock o f Subsidiaries
Preferred shares of Northwest Pipeline are carried at the
involuntary liquidation amount of $23 million at December 31,
1988. Sinking fund requirements are $2 million in 1989 and $4
million annually thereafter. Preferred shares of W illiams Natu
ral Gas, redeemable at its option, are carried at the involuntary
liquidation amount of $11 million.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10. M anagem ent Incentive Plan:

The Company’s Management Incentive Plan provides for
cash and deferred contingent common stock awards to key
employees. The maximum shares issuable under the plan are
6,000,000 common shares of which 3,987,155 shares have
been awarded through December 3 1 , 1988. Deferred contin
gent common stock awards plus accrued dividends for a total
of 977,971 shares were outstanding at December 3 1 , 1988.
Awards for 1988 amounted to $17,566,000 which included
deferred contingent common stock of $9,870,000 (118,898
shares). Awards for 1987 amounted to $17,595,000 which
included deferred contingent common stock of $10,131,000
(141,796 shares). Awards for 1986 amounted to $14,794,000
w hich included defe rre d co ntin ge nt com m on stock of
$8,217,000 (105,867 shares).
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ACME-CLEVELAND CORPORATION (SEP)

BRIGGS & STRATTON CORPORATION (JUN)

1988

1987

Total Current Liabilities.............................
Long-Term Obligations
5.17% to 7.33% Industrial Revenue
Bonds, annual installments through
1996.................................................
10% to 13% capitalized leases, annual
installments through 1991 ................
Other notes payable..............................

$43,734,094

$44,411,660

Total Long-Term Obligations............
Deferred Income Taxes.............................
Unfunded Pension and Health Care Costs .

1988
Total Current Liabilities......................................
Deferred Income Taxes......................................
Accrued Employee Benefits...............................

7,322,386

8,484,831

129,635
823,193

277,066
925,029

8,275,214
402,373
11,600,185

9,686,926
405,515
12,676,989

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS
Note F (In Part): Pension, Profit Sharing an d Health Care
Costs
T h e fo llo w in g ta b le s e ts fo rth th e fu n d e d s ta tu s an d
am o un ts re co g n ize d in th e C o rp o ra tio n ’s b a la n ce sh e e ts fo r
its U n ited S ta te s d e fin e d b e n e fit p la n s a t S e p te m b e r 3 0 , 1988
and 1987 (in th o u s a n d s ):

1987

($ 000)

$147,061
49,461
10,773

$100,209
45,064
10,346

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
A ccrued Em ployee Benefits: T h e C o m p a n y’s life in su ra n ce
pro gra m in c lu d e s p a ym e n t o f a d e a th b e n e fit to b e n e fic ia rie s
o f re tire d e m p lo ye e s. T h e C o m p a n y a c c ru e s fo r th e e stim a te d
c o s t o f th e s e b e n e fits o v e r th e e s tim a te d w o rkin g life o f th e
em p loye e. P a st s e rv ic e c o s ts fo r a ll re tire d e m p lo ye e s have
been fu lly p ro vid e d fo r an d th e C o m pa ny is a c cru in g fo r th e
p rio r s e rv ic e c o s ts as s o c ia te d w ith a c tiv e e m p lo ye e s o v e r
th irty ye a rs . T h e C o m p a n y a ls o a c c ru e s fo r th e e s tim a te d co s t
o f su p p le m e n ta l re tire m e n t an d d e a th b e n e fit a g re e m e n ts w ith
c e rta in o ffic e rs .

CSP INC. (AUG)
1988

1988
Actuarial present value of:
Vested accumulated benefit obligation.......... $51,923
Nonvested accumulated benefit obligation .... $2,153
Projected benefit obligation........................... $(54,419)
Fair value of plan assets...........................
47,652
Excess of projected benefit obligation over fair
value of plan assets..............................
(6,767)
Unrecognized net asset at transition to SFAS 87 (1,611)
Unrecognized net lo ss..............................
4,622
Accrued pension cost..............................
$(3,756)*

1987
$51,143
$1,959
$(53,331)
47,438
(5,893)
(1,729)
3,662
$(3,960)*

*Accrued pension cost includes $2,414,000 of unfunded pension liability for
restructured employees recorded on the Corporation’s balance sheet.
A s o f S e p te m b e r 3 0 , 1988 and 1987, th e p ro je c te d b e n e fit
o b lig a tio n w a s d e te rm in e d usin g an assu m ed d is c o u n t ra te o f
9% , an a ssu m ed lo n g -te rm ra te o f co m p e n sa tio n o f 4 ½ % and
an assu m ed lo n g -te rm ra te o f re tu rn o n p la n a ss e ts o f 9% . F or
both y e a rs th e a ssu m e d a v e ra g e ra te o f re tu rn used in d e te r
m in ing th e a c tu a ria l p re s e n t v a lu e s w a s 9% fo r n o n re tire d
p a rtic ip a n ts an d an a ve ra g e o f 13¾ % fo r h o u rly re tire e s c o v 
ere d u n d e r th e d e d ic a te d bo nd p o rtfo lio s .
In a d d itio n , th e C o rp o ra tio n p ro v id e s c e rta in h e a lth c a re and
life in su ra n ce b e n e fits fo r e lig ib le re tire d e m p lo ye e s. S u b sta n 
tia lly a ll o f th e C o rp o ra tio n ’s e m p lo ye e s m ay be com e e lig ib le
fo r th o s e a p p lic a b le b e n e fits if th e y re a ch n o rm a l re tire m e n t
a g e w h ile w o rk in g fo r th e C o rp o ra tio n . T h e C o rp o ra tio n
a cco u n ts fo r an d fu n d s th e m a jo rity o f c o s ts o f su ch b e n e fits
from co n tin u in g o p e ra tio n s a s th e y a re in cu rre d . T h e to ta l o f
such c o s ts ch a rg e d to c o n tin u in g o p e ra tio n s a p p ro xim a te d
$ 3 ,0 9 5 ,0 0 0 , $ 3 ,0 2 1 ,0 0 0 and $ 2 ,9 6 7 ,0 0 0 in 1988, 1987 and
1986, re s p e c tiv e ly .
C o sts fo r fu tu re h e a lth c a re b e n e fits fo r re tire e s o f d is c o n 
tin u e d o p e ra tio n s an d c e rta in e m p lo ye e s re tirin g be cau se o f
re stru c tu rin g w e re e xp e n se d a t th e tim e o f d is p o s a l o r a t th e
tim e o f th e d e c is io n to re s tru c tu re a t p re s e n t v a lu e am o un ts.
In clu d e d in th e U n fu n d e d P en sio n an d H e alth C a re C o sts
lia b ility fo r 1988 an d 1987 is $ 5 ,6 9 6 ,0 0 0 an d $5 ,9 2 4 ,0 0 0 ,
respec tiv e ly , re la tin g to th e a b o ve co sts.

1987

($000)

Total current liabilities...................................................
Deferred compensation and retirement plans (Note 8 )..

$873
768

$916
499

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
8. D eferred Com pensation a n d Retirem ent Plans:
In J a n u a ry 1985, th e C o m pa ny in itia te d a 4 0 1 K R e tire m e n t
P lan. T h e C o m pa ny m a y c o n trib u te a n n u a lly to th e p la n and
a lso m a tch e s a p o rtio n o f th e e m p lo y e e ’s s a la ry re d u ctio n
c o n trib u tio n s . A ll e m p lo ye e s w ith a t le a s t th re e y e a rs o f co n 
tin u o u s s e rv ic e a re e lig ib le fo r th e p la n . A ll C o m pa ny c o n trib u 
tio n s a re fu lly v e s te d . C o n trib u tio n s b y th e C o m pa ny w e re
$6 8,00 0, $ 7 2 ,0 0 0 an d $ 1 5 6 ,0 0 0 fo r fis c a l y e a r 1988, 1987,
and 1986 re s p e c tiv e ly .
In 1986 th e C o m pa ny a d o p te d a S u p p le m e n ta l R e tire m e n t
P lan fo r c e rta in p re s e n t e m p lo ye s th a t p ro v id e s fo r pa ym en ts
(g e n e ra lly o v e r 15 y e a rs ) up on re tire m e n t, d e a th o r d is a b ility .
T he a n n u a l b e n e fit is b a se d up on a p e rce n ta g e o f sa la ry a t th e
in ce p tio n o f th e p la n , p lu s an a n n u a l p e rce n ta g e in cre a se ,
p lu s in te re s t. L ife in s u ra n c e c o n tra c ts ha ve been p u rcha sed
w h ich m ay be use d to fu n d th e re tire m e n t b e n e fits . T h e ch a rg e
to e x p e n s e is b a s e d o n th e p re s e n t v a lu e m e th o d and
am o un te d to $ 8 9 ,0 0 0 , $ 1 0 7 ,0 0 0 an d $ 3 1 ,9 0 0 in 1 9 8 8 , 1987,
and 1986 re s p e c tiv e ly .
In 1986 th e C o m p a n y a d o p te d a d e fe rre d co m p e n sa tio n
plan fo r a ke y e x e c u tiv e th a t p ro v id e s fo r p a ym e n t upon re tire 
m ent, d e a th o r d is a b ility b a se d upon a p e rce n ta g e o f s a la ry a t
th a t tim e o v e r te n y e a rs . T h e c h a rg e to e xp e n se , ba sed on th e
p re se n t v a lu e m etho d o f th e e s tim a te d fu tu re pa ym e n ts to be
m ade a p p ro xim a te d $ 1 8 0 ,0 0 0 in e a ch o f th e th re e y e a rs in th e
p e rio d e n de d A u g u s t 31 , 1988.
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DUPLEX PRODUCTS INC. (OCT)

CYCLOPS INDUSTRIES, INC. (DEC)

($000)

($000)
$214,328
78,162

Total current liabilities.......................................
Long-term debt..................................................
Subordinated debentures of subsidiary (less un
amortized discount based on an effective
yield of 1 2 .6% -$4,1 14)..............................
Excess of projected benefit obligation over pen
sion fund assets (net of valuation adjust
ments of $50,535 and $53,393) (Note 8).....
Other liabilities...................................................

$252,088
96,054

71,460
10,402

78,040
3,217

Total liabilities...............................................

441,392

373,747

11,388

—

Note 8 (In Part): Pensions and Postretirem ent Costs

The funded status of the Company’s plans was as follows:
December 31
1988

Dollars in thousands

December 31
1987

Actuarial present value of accumulated
benefit obligation:
Vested...........................................
Nonvested......................................

$309,995
15,999

$305,935
13,047

Accumulated benefit obligation..........

$325,994

$318,982

Actuarial present value of projected be
nefit obligation...................................
Plan assets at fair value.........................
Projected benefit obligation in excess of
plan assets........................................
Unrecognized net lo s s ...........................
Unrecognized net asset at transition
(MSL business)..................................
Valuation adjustment for estimated tax
benefits..............................................
Accrued pension liability.........................

$382,762
239,459
143,303
(993)

$376,612
226,067
150,545
(14,235)

6,254

7,828

(50,535)

(53,393)

$ 98,029

$ 90,745

The accrued pension liability is included in the Statements
of Financial Position as follows;
Dollars in thousands

1987

1988

1987

1988

December 3 1 , 1988

December 3 1 , 1987

Employment costs.............
Excess of projected benefit
obligation over pension
fund assets....................

$26,569

$12,705

71,460

78,040

Accrued pension lia bility....

$98,029

$90,745

Total current liabilities............................ ..........
Long-term obligations.............................. ..........
Deferred liabilities and credits
Compensation plan cost...................... ..........
Income taxes....................................... ..........
Investment credits........................................

$27,392
18,153

$26,038
19,787

1,168
5,947
1,212

1,362
5,227
1,541

8,327

8,130

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Deferred Compensation Plan
Certain officers and key employees are participants in a
deferred compensation plan providing fixed benefits payable
in equal monthly installm ents upon retirem ent or death. The
Company recognizes the cost of this plan over the projected
service lives of participating employees.

KNAPE & VOGT MANUFACTURING CO. (JUN)
1988

1987

Total current liabilities...........................
Supplemental retirement benefits (Note
4 ).......................................................
Long-term debt, less current portion.....
Deferred income taxes...........................

$ 9,773,350

$ 7,857,849

955,846
14,925,716
4,047,800

535,798
10,863,365
3,943,200

Total liabilities...................................

29,702,712

23,200,212

Note 4 (in Part): Retirem ent Plans

The Company and subsidiaries have a supplemental pen
sion program for designated officers of the Company which
also includes death and disability benefits. The annual cost is
actuarially determined and is accrued but not funded. The
Company is not required to apply the prov isions of Statement
of Financial Accounting Standards NO. 87 to the plan.

Estimated Losses Or Expenses

AMERICAN BILTRITE INC. (DEC)

In connection with the acquisition of the Industrial Group
Businesses (see Note 1), Dixons Group plc assumed the
liability for the postretirem ent health care and life insurance
benefits (“ Postretirem ent Costs” ) for ail of Cyclop’s em
ployees who retired prior to the acquisition. In connection with
the acquisition of Old Eastern (see Note 14), Eastern agreed
to continue the Postretirem ent Costs for existing and retired
employees of Old Eastern. The charge for Postretirement
Costs was $1.1 m illion for the year ended December 3 1 , 1988
and $.1 million for the six months ended December 3 1 , 1987.

1987

1988
($000)
Total Current Liabilities........................................
Long-Term Debt, less current portion............
Other Liabilities
Pensions....................................................
Plant relocation and other— Note J ............
Deferred income taxes...............................

$29,823
23,100

$23,411
16,837

3,840
699
1,496

4,368
1,408

6,035

5,897
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Note J. Plant Relocation

In 1987, the Company announced that it would expand its
paper and film coating facilities in the Southern New Jersey
area. In the fourth quarter of 1987, a site was purchased in
Moorestown, New Jersey, for the construction of a new manu
facturing plant. The plant was completed in December 1988.
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The existing Mt. Laurel, New Jersey operation w ill be closed in
the second quarter of 1989. A provision of $1,075,000 was
made in 1987 to cover the cost of removal and reinstallation of
the machinery and equipment and closure costs associated
with this move.
In 1989, the Company announced that it would be dosing its
Garfield, New Jersey plant. The proceeds from sale of the
plant assets are expected to cover the estimated costs to be
incurred as a result of the closing.

AMERICAN BUILDING MAINTENANCE
INDUSTRIES, INC. (OCT)
1987

1988
($000)
Total current liabilities....................................
Long-term debt less current portion................
Retirement plans..............................................
Insurance claims.............................................

$66,054
14,036
1,379
28,631

$64,618
9,182
1,336
27,731

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2. Adjustm ent o f Prior Years' Financial Statements

The Company is prim arily self-insured for property damage
and personal liability and workers’ compensation coverages,
up to certain limits. Based on an analysis of insurance claims,
the Company has determined that in certain prior years the
effect of claims incurred but not reported was not considered,
resulting in an understatement of insurance expense and
accrued insurance claims. As a result, the Company has
restated net income for 1986 and retained earnings as of
October 31, 1985, 1986 and 1987 to provide for increased
accrued insurance claims.
The effect of the restatement is to increase the accrued
insurance claims liability by $22,506,000, and decrease de
ferred income taxes by $10,701,000 at October 31, 1987,
decrease net income for 1986 by $2,408,000 or $.65 per
share, and decrease retained earnings at November 1 , 1985
by $9,397,000, and at O ctober3 1 , 1986 and October 3 1 ,1987
by $11,805,000.

BETHLEHEM STEEL CORPORATION (DEC)
1988

1987

($ millions)
Total Current Liabilities........................................
Accrued Costs for Discontinued Facilities (Note C)
Long-term Debt....................................................
Capital Lease Obligations......................................
Other Long-term Liabilities...................................

$870.1
804.9
530.8
243.7
208.2

$1,155.3
753.4
732.7
385.4
539.6

represents estimated losses for divesting certain Marine Con
struction operations, oilfield equipment and coal mines. In
1986, we recorded a net gain of $20.0 million. We sold certain
assets for a net gain of $101.6 million. We also recorded a
charge of $81.6 million which prim arily represents estimated
losses for divesting certain oilfield equipment and operations,
coal operations and steel plant equipment. These amounts
include a provision for estimated pension expense for the
employees involved in these businesses and assets of $19.5,
$21.9 and $2.5 million for 1988,1987 and 1986. Prior to 1986,
we also recorded sign ifican t charges fo r discontinuing
businesses and assets.
During 1988 and 1987, we charged $105.9 and $73.0 mil
lion of net payments, principally for employee benefits, to the
accrued liability recorded for these discontinued facilities. We
also credited this accrued liability for proceeds of $59.1 and
$30.3 million in 1988 and 1987 from the sale of certain related
assets.
The current portion of this secured liability, included in Other
Current Liabilities, was $65.9 and $72.0 million at December
3 1 , 1988 and 1987. The total current and long-term Accrued
Costs for Discontinued Facilities at December 31, 1988 is
prim arily for employment-related costs such as pensions,
health care and life insurance benefits.

GERBER PRODUCTS COMPANY (MAR)
($000)
Total Current Liabilities......................................
Long-Term Debt, less current m aturities..........
Deferred Income Taxes......................................
Noncurrent Liabilities of Discontinued Opera
tions— Note B................................................

C. Estimated Gains (Losses) on Discontinuing Businesses
and Assets

In 1988, we recorded a $113 million net charge principally
for estimated losses for divesting of our wire rope, anthracite
and Kentucky coal operations arid for costs, prim arily workers’
compensation and environmental, at previously closed facili
ties. In 1987, we recorded a net charge of $75.0 million which

$205,102
146,982
34,596

$163,253
164,569
43,673

13,949

16,549

Note B— Discontinued Operations

On May 11, 1988, the Company announced that it had
retained investment bankers to assist in the divestiture of its
juvenile furniture operations. As a result of this decision, a loss
of $15,000,000 was recorded as of March 3 1 ,1988, consisting
of an estimated loss of $16,000,000 on the eventual sale offset
by net earnings of $1,000,000 (net of taxes of $500,000)
expected to be realized from furniture operations from April 1,
1988 until a sale is completed in calendar 1988. Potential tax
benefits resulting from the loss on disposition were not recog
nized at this tim e since the ultim ate realization of the tax
benefits is dependent upon the Company generating future
capital gains.
Selected information relating to the discontinued juvenile
fu rn itu re o p e ra tio n s fo llo w s :
(in thousands)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

1987

1988

Sales...........................................
Operating profit (loss)................
Income taxes (credit).................
Net earnings (loss).....................

1988
$113,025
(5,195)
(2,691)
(4,245)

1987
$108,369
4,767
1,608
1,794

1986
$105,900
5,522
1,718
2,880

In June 1987, an offer was received from management of
CWT, Inc., the Company’s trucking subsidiary, to purchase all
of the outstanding stock of CWT, Inc. An expected loss of
$7,900,000 from disposal of the operations was recorded in
the fourth quarter of fiscal 1987. Economic uncertainty de
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layed fin a n c in g n e g o tia tio n s fo r th e s a le o f C W T to m anage
m ent, an d in v ie w o f eco n o m ic p ro je c tio n s and th e h ig h ly
co m p e titiv e s ta te o f th e tru c k in g in d u s try , an a d d itio n a l p ro v i
sio n o f $ 1 3 ,6 2 2 ,0 0 0 w a s re co rd e d d u rin g th e se co n d q u a rte r
o f fis c a l 1988 to c o v e r th e d iv e s titu re o f C W T. D u ring th e fo u rth
q u a rte r o f fis c a l 1988, a fte r it be cam e e v id e n t th a t m anage
m ent co u ld n o t o b ta in fin a n c in g an d no a cce p ta b le a lte rn a tiv e
w as id e n tifie d , a d e c is io n w a s m ad e to liq u id a te th e n e t asse ts
o f C W T. T h e to ta l p ro v is io n o f $ 2 1 ,5 2 2 ,0 0 0 fo r d isco n tin u e d
tra n s p o rta tio n o p e ra tio n s c o n s is te d o f a lo ss o f $ 7 ,4 2 2 ,0 0 0
(n e t o f ta x b e n e fits o f $ 4 ,4 0 0 ,0 0 0 ) fro m fis c a l 1988 o p e ra tio n s
th ro u g h th e d a te o f th e d e c is io n to liq u id a te and $ 1 4 ,1 0 0 ,0 0 0
(n e t o f ta x b e n e fits o f $ 6 ,2 0 0 ,0 0 0 ) fo r lo s s e s a n tic ip a te d from
th e liq u id a tio n o f th e b u sin e ss. R e ven ues fro m tra n s p o rta tio n
o p e ra tio n s to ta lle d a p ro x im a te ly $ 1 1 0 ,0 0 0 ,0 0 0 in 1988 and
$ 1 2 8 ,0 0 0 ,0 0 0 in 1987 an d 1986.

(c) W ith th e a c q u is itio n o f S D I an d R e action , th e C om pany
e n te re d in to n o n -c o m p e titio n an d te c h n o lo g y lice n se a g re e 
m ents w ith th e fo rm e r o w n e rs w h e re b y $ 6 ,2 0 0 ,0 0 0 is to be
p a id b y th e C o m pa ny o v e r fiv e ye a rs. A s o f O cto b e r 2 , 1988
th e C o m pa ny h a s o u ts ta n d in g co m m itm e n ts u n d e r th e se
ag ree m ents o f $ 2 ,9 7 5 ,0 0 0 o f w h ic h $ 2 ,3 3 7 ,0 0 0 a re c o lla te ra l
ize d by an irre v o c a b le le tte r o f c re d it.

O n A u g u st 1 9 , 1987, th e C o m pa ny s o ld its le a sin g o p e ra 
tio n s fo r a p p ro x im a te ly $ 9 ,9 0 0 ,0 0 0 in ca sh . T he s a le re su lte d
in a g a in o f $ 1 ,9 6 0 ,0 0 0 , in c lu d in g in com e ta x b e n e fits o f
$ 2 ,2 5 0 ,0 0 0 . E a rn in g s fro m le a sin g o p e ra tio n s p rio r to d is p o s i
tio n w e re $ 5 5 0 ,0 0 0 fo r th e y e a r e n d in g M arch 31, 1988.

Total Current Liabilities........................................
Distributions Received in Excess of Investment
(Note L )............................................................
Deferred Federal Income Taxes.............................
Long-Term Debt and Capital Lease Obligation.....
Other Liabilities.....................................................

In fis c a l 1988, th e C o m p a n y a ls o a g re e d to s e ll th e a sse ts o f
its fa rm in g o p e ra tio n s fo r ca sh . A lo ss o f $ 8 0 0 ,0 0 0 w a s p ro 
vid e d fo r th is sa le , w h ich is e xp e cte d to b e co m p le te d in June,
1988.
T h e C o m p a n y ’s c o n s o lid a te d fin a n c ia l s ta te m e n ts and
no te s th e re to ha ve be e n re s ta te d to re fle c t th e d isco n tin u a n ce
o f th e se o p e ra tio n s .
S e le cte d fin a n c ia l in fo rm a tio n re g a rd in g a sse ts an d lia b ili
tie s o f d is c o n tin u e d o p e ra tio n s in clu d e d in th e co n so lid a te d
sta te m e n ts o f fin a n c ia l p o s itio n a t M arch 3 1 , 1988 is a s fo l
low s:
(in thousands)

Furniture

Current assets..........
Current liabilities.......

$59,752
(22,926)

$18,407
(13,974)

$ 379
(785)

$78,538
(37,685)

Net current assets
(liabilities).............
Noncurrent assets.....
Noncurrent liabilities..

36,826
27,569
(12,359)

4,433
19,917
(1,215)

(406)
2,536
(375)

40,853
50,022
(13,949)

Net Assets.................

$52,036

Transportation

$23,135

Farming

Total

$1,755

$76,926

Distributions Received In Excess Of Investment
BELDING HEMINWAY COMPANY INC. (DEC)
1987
1988
($000)

($000)

Total curent liabilities............................................

$16,378

$15,152

Long-Term Liabilities:
Long-term debt................................................
Covenant payable (Note 1 2 ).............................
Deferred income taxes......................................
Deferred compensation and other.....................

38,825
1,609
6,753
312

28,657
2,748
4,777
343

Total long-term liabilities..................................

47,499

36,525

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
12 (In Part): Commitments an d Contingent Liabilities

1,629
1,711
28,805
276

1,838
1,876
31,195
288

51,854

51,694

Note L (In Part):

December 31,
1988
1987

Balance Sheets:
A s s e ts :

Cash.....................................................................
Mortgages receivable............................................
Land and building.................................................
Other assets.........................................................

$ 1,528
2,410
27,567
3,660

$1,457
6,729
26,876
5,693

$35,165

$40,755

Liabilities and Capital:
Mortgages and notes payable...............................
Other liabilities.....................................................

$27,030
3,647

$33,033
2,493

Partners’ capital....................................................

30,677
4,488

35,526
5,229

$35,165

$40,755

ADAMS-RUSSELL ELECTRONICS CO., INC. (SEP)
1987

$16,497

T he C o m pa ny has s e v e ra l lim ite d p a rtn e rs h ip in te re s ts (in
va ryin g p e rce n ta g e s fro m 24 % to 50 % ), c a rrie d on th e e q u ity
m ethod, in e n titie s fo rm e d o r e x is tin g p rim a rily fo r th e pu rp o se
o f in ve stin g in re s id e n tia l an d co m m e rcia l rea l e s ta te . T he
a g g re g a te in v e s tm e n t in th e s e e n titie s a t D e cem b er 3 1 , 1988
and 1987 w a s $ 5 ,4 4 8 ,0 0 0 an d $ 5 ,4 8 7 ,0 0 0 , re s p e c tiv e ly . T he
fo llo w in g is co n d e n se d co m b in e d fin a n c ia l in fo rm a tio n re la t
ing to th e s e in ve stm e n ts.

Covenant Payable

1988

$19,433

Operating Statements:

Year ended December 31,
1988
1987
1986

Operating income.................................
Operating expenses.............................

$5,799
3,158

$11,583
7,537

$13,585
11,949

Operating pro fit...................................
Other expenses...................................

2,641
1,656

4,046
2,665

1,636
9

Net income..........................................

$ 985

$ 1,381

$ 1,627

D u ring 1 9 8 8 , 19 87 an d 1986, th e C o m pa ny’s p ro p o rtio n a te
sh a re o f th e e q u ity in th e o p e ra tio n s re co g n ize d in th e a cco m 
p a n ying fin a n c ia l s ta te m e n ts a g g re g a te d $7 2 0 ,0 0 0 , $ 4 6 6 ,0 0 0
and $7 4 5 ,0 0 0 , re s p e c tiv e ly .
T he C o m pa ny ha s in v e s tm e n ts in o th e r re a l e s ta te e n titie s
w h ich a re be in g c a rrie d a t c o s t b e ca u se th e C o m pa ny’s in -
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ve stm e n t is b e lo w 20% o r th e o p e ra tio n s o f th e in ve ste e are
in s ig n ific a n t. T h e a g g re g a te in v e s tm e n t in th e se e n titie s a t
D e c e m b e r 3 1 , 1 9 8 8 a n d 1 9 8 7 w a s $ 4 ,2 2 3 ,0 0 0 a n d
$4 ,3 6 7 ,0 0 0 , re s p e c tiv e ly .
In 1986, th e C o m pa ny re ce ive d a s a c a p ita l d is trib u tio n its
p ro p o rtio n a te sh a re o f p ro ce e d s fro m a $ 7 ,4 6 3 ,0 0 0 loan (p a y
a b le in 1987 th ro u g h 1989) d ra w n b y on e o f its ve n tu re s. T he
C om pany has g u a ra n te e d 8 3 .3 3 % o f th is lo an and has re 
fle c ted th e d is trib u tio n s re ce ive d in e xce ss o f th e in ve stm e n t
ca rry in g a m o u n t as “ D is trib u tio n s re ce ive d in e xce ss o f in v e s t
m e n t.” A fte r a p a rtia l re p a ym e n t o f th e lo an in 1988 and 1987,
th e C o m p a n y’s p o rtio n o f th e g u a ra n te e w a s red uce d to

$2,668,000.

Film Rental Contracts
MEREDITH CORPORATION (JUN)
1988

1987

o p e ra te an d p ro v id e o n g o in g w o rkin g c a p ita l needs. T hese
ad van ces a re w ith o u t re c o u rs e to N o rth A m e rica n C o al and
th e p a re n t-C o m p a n y.
N o n -in te re s t b e a rin g a d va n ce s fro m cu sto m e rs, le ss c u r
re n t m a tu ritie s w h ich a re in clu d e d in o th e r c u rre n t lia b ilitie s ,
c o n s is t o f th e fo llo w in g :
December 31
1988
The Falkirk Mining Company
Advances from a public utility group secured by
substantially all owned assets and assign
ment of all rights under the coal sales agree
ment........................................................ .
The Coteau Properties Company
Advances from an electric utility or its affiliates
due 1990-2003, secured by substantially all
owned assets and assignment of all rights
under the coal sales agreement.....................

$ 41,296

($ 000)

Total Current Liabilities............................

$141,492

1987

(In thousands)

$ 71,113

72,692

75,973

$113,988

$147,086

$94,511

Long-Term Indebtedness (less current portion)..
16,869
Long-Term Film Rental Contracts (less current
portion) (Note 11)................................
15,630
Unearned Subscription Revenue and Other De
ferred Item s.........................................
74,285
Deferred Income Taxes............................
36,169
N O T E S TO C O N S O L ID A T E D F IN A N C IA L
M EN TS

46,487

MINNTECH CORPORATION (MAR)
10,360
63,126
66,518
STATE

1988

1987

Total current liabilities....................................

$2,041,095

$1,587,746

Long-term Obligations (note C)
Long-term debt— less current maturities........
Customer advances........................................

1,031,480
300,000

1,088,161
150,000

Note C (In Part): Long-Term Obligations

11 (In Part): Commitments an d Contingent Liabilities
F ilm re n ta l c o n tra c ts p a ya b le a re n o n -in te re s t-b e a rin g , and
th e a m o u n ts d u e in th e y e a rs a fte r J u n e 3 0 , 19 89 , a re
$ 1 1 ,4 0 4 ,0 0 0 in 1990; $ 3 ,7 7 8 ,0 0 0 in 1991; $ 4 1 1 ,0 0 0 in 1992;
and th e b a la n ce o f $ 3 7 ,0 0 0 a fte r 1992. T h e C o m pa ny is a lso
o b lig a te d to m ake pa ym e n ts u n d e r c o n tra c ts fo r pro gra m s no t
c u rre n tly a v a ila b le fo r use an d, th e re fo re , a re n o t in clu d e d in
th e c o n s o lid a te d fin a n c ia l s ta te m e n ts in th e a m o u n t o f
$ 6 6 ,1 9 4 ,0 0 0 a t Ju n e 3 0 , 1988; th e p o rtio n o f th e s e pa ym en ts
du e in su cce e d in g y e a rs is $ 1 7 ,8 5 1 ,0 0 0 in 1989; $ 2 1 ,2 0 9 ,0 0 0
in 1990; $ 1 6 ,0 0 1 ,0 0 0 in 1991; and $ 1 1 ,1 3 3 ,0 0 0 th e re a fte r.

C u sto m e r ad va n ce s, w h ic h a m o un te d to $3 0 0 ,0 0 0 a t M arch
31, 1988 and $ 1 5 0 ,0 0 0 a t M arch 31, 1987, w e re re ce ive d
un de r a d e ve lo p m e n t an d m a rke tin g a g re e m e n t e n te re d in to
in fis c a l y e a r 1986. T h e o th e r p a rty has th e o p tio n to te rm in a te
th e a g re e m e n t if th e C o m pa ny fa ils to m ee t a pe rfo rm a n ce
m ile sto n e b y D e cem b er 31 , 1988. If th e a g re e m e n t is te rm i
nated, th e a d va n ce s a re re p a ya b le o v e r a th re e -y e a r pe rio d
w ith o u t in te re s t. If th e a g re e m e n t is n o t te rm in a te d , th e C om 
pany is a llo w e d to re ta in th e a d va n ce s and re co g n ize th e se
fu n d s as c o n tra c t re ve n u e s.

Advances
Liabilities Deferred Pursuant To Chapter 11 Filing

NACCO INDUSTRIES, INC. (DEC)
1988

1987

SMITHFIELD FOODS, INC. (APR)

($ 000)

Other Liabilities
Advances from customers— without recourse
to the parent-Company..............................
Closed mine liabilities and other....................

1987

1988
($000)
$113,988
55,436

$147,086
69,388

169,424

216,474

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note H—A dvances from Customers
A dva nce s fro m c u sto m e rs re p re s e n t a m o u n ts ad van ced to
ce rta in p ro je c t m in in g s u b s id ia rie s and a re used to de ve lo p .

Total current liabilities........................................ ..

$51,759

$52,485

Long-term debt...................................................

18,469

26,137

Other noncurrent liabilities:
Deferred income taxes...................................
Pension and post-retirement benefits............
Minority interest............................................
Other .............................................................

7,267
4,959
1,596
93

8,427
7,307
1,596
152

Total other noncurrent liabilities.....................

13,915

17,482

Liabilities deferred pursuant to Chapter 11 filing

7,558

—
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3— Investm ent in Patrick Cudahy

In December 1987, Patrick Cudahy filed a petition for relief
under Chapter 11 of the United States Bankruptcy Code. After
filing for bankruptcy, Patrick Cudahy permanently ceased its
slaughtering and canning operations but has continued to
operate certain of its processed meat departments on a profit
able basis. The consolidated financial statements include the
accounts of P atrick C udahy presented on the basis of
accounting principles applicable to a going concern that pre
sume the realization of assets and settlem ent of liabilities in
the ordinary course of business, rather than through a process
of forced liquidation. Accordingly, the accounts of Patrick
Cudahy are presented at historical cost and have not been
adjusted to reflect the net realizable value of assets or settle
ment amounts of liabilities.
Under the bankruptcy proceedings, certain liabilities have
priority and are recorded as current liabilities in the accom
panying consolidated balance sheet. Certain other liabilities in
existence on the date Patrick Cudahy filed for bankruptcy
have been deferred. Such liabilities are set forth separately in
the accompanying consolidated balance sheet as liabilities
deferred pursuant to Chapter 11 filing at their full face value. At
May 1, 1988, the net liab ilities of Patrick Cudahy were
$ 1,200 ,000 .
There are certain differences between the amounts claimed
by trade creditors and amounts reflected in deferred liabilities
in the accompanying consolidated balance sheet. Patrick
Cudahy and the Company believe that many of these differ
ences are due to m atters that ultim ately will be resolved in
favor of Patrick Cudahy. The differences have not all been
reconciled and may have to be resolved in court. Such differ
ences are not expected to have a material effect on the con
solidated financial position of the Company.

BROWN-FORMAN CORPORATION (APR)
1988

AMAX INC. (DEC)
1987

1988
($000)
$ 801,300
906,100
62,100
71,300
57,200
153,500

$ 756,700
936,500
318,700
74,100
57,700
175,200

NOTES TO FINANCIAL STATEMENTS
17. Unearned Revenue
Unearned revenue at December 31, 1988 totaled $58.8
million (1987-$57.7 m illion), of which $1.6 million was classi
fied as a current liability. These amounts represent proceeds
drawn under two bullion loan facilities by AGI, repayable
through the delivery of 142,200 ounces of gold and 141,800
ounces of silver. Upon delivery, sales are included in the
Company’s Statements of Current Earnings based on the per
ounce ratable share of payments received and expenses are

1987

($ 000)

Total Current Liabilities......................................
Long-term debt.................................................
Deferred income taxes.......................................
Deferred income (Note 1f ) .................................

$168,314
190,973
102,441
16,176

$183,292
199,454
84,236
—

Total Liabilities...................................................

477,904

466,982

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Accounting Policies:

f. Deferred Income:
Deferred income represents proceeds received from a mul
ti-year agreement for the distribution rights of certain of the
Company’s spirit brands in the export market. These proceeds
are being recognized over a ten-year period.

THE WALT DISNEY COMPANY (SEP)
1988

1987

($ millions)
Accounts payable, payroll and other accrued liabili
ties ......................................................................
Income taxes payable...............................................
Borrowings..............................................................
Unearned royalty and other advances......................
Deferred income taxes..............................................

Deferred Credits

Current liabilities..........................................
Long-term debt............................................
Proceeds from sales of future production....
Capital lease obligations...............................
Unearned revenue........................................
Other long-term liabilities.............................

included based on production costs. Amortization of $51.2
million of the loans w ill be required over a five-year period,
commencing April 1, 1989. Such amortization may be de
ferred based upon AGI meeting certain ore reserve and finan
cial tests. Collateral consists of a pledge of all of Nevada
Gold’s (a subsidiary of AGI) capital stock and a mortgage of all
its assets. Am ortization of $7.6 million of the loans com
menced in January 1989. interest, at an approximate annual
ized rate of 1.3%, was recorded on these facilities.

$698.7
204.3
435.5
823.3
587.8

$464.3
122.9
584.5
193.2
596.0

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4. Unearned Royalty and Other Advances
(In millions)
Tokyo Disneyland royalty advances.........................
Epcot Center participation fees.................................
Other.......................................................................

1988

1987

$586.8
122.4
114.1

$110.6
82.6

$823.3

$193.2

In April, 1988, the Company received approximately $723
million as a result of a transaction which effectively monetized
a substantial portion of its royalties from certain Tokyo Disney
land operations through April, 2008. The Company is required
to continue to meet its obligations under its contract with
Oriental Land Co., Ltd., the owner and operator of Tokyo
Disneyland. A portion of the royalties were included in the
Company’s hedge program. As a result, $129 million w ill be
recognized against the related hedge losses over the remain
ing nine year life of the program. Unearned royalties of $594
million have been recorded and will be amortized over the
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term of the transaction. This amount includes $145 million,
which is the maximum the Company may be required to fund
under certain circumstances. The Company does not current
ly anticipate having to fund any significant portion of this
amount. A ll royalties earned in excess of the specified
amounts in any year accrue to the benefit of the Company.
This transaction ensures that most of the Company’s income
from Tokyo Disneyland royalty sources for the next twenty
years will not be affected by future fluctuations in the yen/
dollar exchange rate.

GENERAL CINEMA CORPORATION (OCT)
1988

1987

($000)

Total current liabilities.......................................

344,388

$339,304

Long-term liabilities
Senior debt........................................................
Subordinated debt.............................................
Other..................................................................

241,411
575,471
51,987

103,143
518,630
64,920

Total long-term liabilities...............................

868,869

686,693

Unearned exchange income...............................
Deferred income taxes.......................................

26,736
52,567

34,498
44,624

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Unearned exchange income
Unearned exchange income represents the value of the
exchange rights associated with the 10% exchangeable sub
ordinated debentures due 2008 and 2009. The value was
determined using the difference between the interest rates at
which the debentures were issued and the estimated rates at
which the debentures would have been issued absent the
exchange feature. This amount is being amortized over the
terms of the debentures. These debentures were called for
redemption subsequent to October 3 1 , 1988. (See note 6 to
the financial statements.)

TULTEX CORPORATION (NOV)
1987

1988
($000)
Total current liabilities...........................................

$76,226

$55,325

Long-term debt, less current maturities................

27,361

29,672

Deferrals;
Deferred income taxes......................................
Other ...............................................................

9,339
2,104

8,344
1,606

Total deferrals......................................................

11,443

9,950

Excess of fair value of assets acquired over cost..

2,947

3,812

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Accounting Policies

Negative Goodwill:
The excess of fair value of assets acquired over cost is
being amortized on a straight-line basis over seven years.

NATIONAL INTERGROUP, INC. (MAR)
1988

1987

($ 000)

Total Current Liabilities......................................
Long-Term Obligations.......................................
Deferred Income Taxes......................................
Accruals for Facility Sales, Shutdowns and
Other Purposes.............................................
Deferred Gain on the Sale of Permian Partners,
L.P. U nits.....................................................

$430,067
440,529
3,848

$634,312
441,112
3,848

218,557

218,598

66,872

—

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note D (In Part): Closed Operations and Disposals

Sale of Limited Partner’s Interest in Permian Partners, L.P.:
On June 15, 1987, The Permian Corporation (Permian), a
wholly owned subsidiary of the Corporation, sold 14,650,000
cumulative convertible preference units (Preference Units) in
an initial public offering at a price of $9.00 per unit in Permian
Partners, L.P. (the Partnership), an entity which was formed in
December 1986 to receive substantially all of the business
and certain assets and liabilities of Permian in exchange for
limited and general partnership interests in the Partnership.
Concurrently, the Partnership sold $80,000,000 of senior de
bentures and distributed the net proceeds to Permian as
additional consideration for the contribution of assets.
On June 29, 1987, pursuant to an overallotment option
granted in conjunction with the initial public offering, the Cor
poration sold 1,100,000 Preference Units at a price of $9.00
per unit. As a result of the transactions described above,
Permian and the Corporation received net proceeds of ap
proximately $196,800,000. In recognition of the Corporation’s
and Permian’s obligations to provide cash distribution and
credit support to the Partnership until March 31, 1992, as
discussed in Notes F and N, the resultant gain of $66,872,000
was deferred for amortization over the life of these obligations
so that profit would be recognized only as the cash suppo rt
o b lig a tio n s d im in ish e d . The C o rp o ra tio n am o rtize d
$7,637,000 of the deferred gain through December 3 1 , 1987.
In the fourth quarter, due to adverse developments in the
Partnership’s business which required a substantial funding of
the Corporation’s obligations under the cash distribution and
credit support systems, the Corporation eliminated the income
previously recognized and has ceased further recognition of
income until the Partnership’s operating results improve sub
stantially and further cash support requirements diminish.
The Partnership retained $10,000,000 of the proceeds from
the aforementioned transactions and recorded an interest
bearing subordinated note payable to Permian which is due in
June 1989. The subordinated note term is renewable at Per
mian’s option. The Partnership deposited the $10,000,000
into a C apital Expenditure Reserve Account (the CERA
Account), which is available, subject to certain restrictions, to
satisfy the Partnership’s quarterly cash distribution obligation
to Preference Unitholders.
The Corporation and Permian currently own a combined
limited partner’s interest of 43.7% (represented by 2,750,000
Preference Units and 9,715,000 common units) and a 1%
general partner’s interest. The Corporation’s effective own
ership interest in the Partnership differs slightly as a result of
Permian’s 1% general partner’s interest in the Permian Oper
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ating Limited Partnership (the Operating Partnership), the
entity through which the Partnership conducts its operations.
Permian serves as general partner of the Partnership and
leases its intrastate pipeline assets, storage tanks and related
distribution facilities to the Operating Partnership as described
in Note F.

R E S E R V E S — U SE O F TH E TE R M
“RESERVE”
Accounting Terminology Bulletin No. 1 recommends that
the term reserve be used only to indicate, as an appropriation
of retained earnings, that “an undivided portion of the assets is
being held or retained for general or specific purposes . .
Table 2-30 shows that the term Reserve appeared occa
sionally in the 1988 annual reports of the survey companies.

TITLE O F S T O C K H O L D E R S ’ E Q U ITY
S E C TIO N

TABLE 2-30: USE OF TERM “RESERVE”
Number of Companies
To describe deductions from
assets for
Reducing inventories to LIFO
cost..................................
Doubtful accounts.................
Accumulated depreciation.....
Other— described..................
To describe accruals for
Estimated expenses relating
to property abandonments
or discontinued operations
Insurance..............................
Employee benefits or com
pensation..........................
Other— described..................
Other— not described............

1988

1987

1986

1985

36
21
4
6

40
24
3
3

38
27
5
8

45
29
6
3

12
13

11
6

16
7

17
6

6
17
7

10
18
7

10
15
6

9
14
11

Table 2-31 summarizes the titles used by the survey com
panies to identify the stockholders equity section of the bal
ance sheet.

TABLE 2-31: TITLE OF STOCKHOLDERS’ EQUITY
SECTION

C A P IT A L S T R U C T U R E S
Table 2-32 summarizes the various classes and combina
tions of capital stock outstanding disclosed in the balance
sheets of the survey companies. The need for disclosure in
connection with complex capital structures is stated in Para
graph 19 of A P B Opinion No. 15, Section E09 of FASB
Accounting Standards— Current Text. Paragraph 19 states:
The use of complex securities complicates earnings per
share computations and makes additional disclosures
necessary. The Board has concluded that financial state
ments should include a description, in summary form,
sufficient to explain the pertinent rights and privileges of
the various securities outstanding. Examples of informa
tion which should be disclosed are dividend and liquida
tion preferences, participation rights, call prices and
dates, conversion or exercise prices or rates and perti
nent dates, sinking fund requirements, unusual voting
rights, etc.

1988

1987

1986

1985

239
237
18

249
228

247
217

235
223

22

20

22

16

18

20

24

17

20

Other or no title ....................

15
47

14
14
35

18
19
13
46

21

11

45

Total Companies.............

600

600

600

600

Shareholders' Equity.............
Stockholders’ Equity.............
Shareowners’ Equity.............
Common Shareholders’ Equi
ty.....................................
Common Stockholders’ Equi
ty.....................................
Shareholders’ Investment.....
Stockholders’ Investment.....

18

12

TABLE 2-32: CAPITAL STRUCTURES

Common stock with:
No preferred stock................
One class of preferred stock .
Two classes of preferred
stock................................
Three or more classes of
preferred stock.................
Total Companies.............
Companies included above
with two or more classes
of common stock.............

1988

1987

1986

1985

440
117

430
128

427
117

406
129

38

36

48

47

5

6

8

18

600

600

600

600

60

52

43

32
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COMMON STOCK

TABLE 2-34: PREFERRED STOCK

T a b le 2 -3 3 su m m a rize s th e v a lu a tio n b a se s o f com m on
sto ck. A s in p rio r ye a rs, th e m a jo rity o f th e s u rv e y com p an ies
sho w com m on s to c k a t p a r v a lu e .

TABLE 2-33: COMMON STOCK

Number of Companies
1988

1907

1986

1985

82

81

82

87

29
10

20
11

19
9

20
11

9
4

13
9

11
6

11
10

1988

1987

1986

1985

560
34

560
26

537
27

520
25

11

15

18

19

23

16

28

42

12

10

13

13

19
4

20
4

24
7

19
8

45

43

48

55

654

643

632

12
—

26

662

14
—

29
1

165

170

173

194

435

430

427

406

600

600

600

600

Bases
Par value stock shown at;
Par value..........................
Amount in excess of p a r..
Assigned per share
amount.........................
No par value stock shown at;
Assigned per share
amount.........................
No assigned per share
amount.........................
Issues Outstanding...........

PREFERRED STOCK
T a b le 2 -3 4 su m m a rize s th e v a lu a tio n b a ses o f p re fe rre d
sto ck. A s w ith com m o n s to c k , m an y o f th e s u rv e y com p an ies
sho w p re fe rre d s to c k a t p a r v a lu e .
A P B Opinion No. 10, S e ctio n C 1 6 o f F A S B Accounting
Standards—Current Text, re co m m en ds th a t a liq u id a tio n p re 
fe re n c e (e xce ss o f in v o lu n ta ry liq u id a tio n v a lu e o v e r p a r o r
s ta te d v a lu e ) be d is c lo s e d in th e e q u ity s e c tio n o f th e b a lan ce
sh e e t in th e a g g re g a te .
S E C Accounting Series R elease No. 2 6 8 (S e ctio n 211 o f
Financial Reporting R e lease No. 1) re q u ire s th a t p re fe rre d
sto c k w ith m a n d a to ry re d e m p tio n re q u ire m e n ts n o t be show n
as p a rt o f e q u ity . A S R No. 2 6 8 d o e s n o t d is c u s s th e va lu a tio n
ba sis fo r such s e c u ritie s . A S taff Accounting Bulletin issu ed
by th e S E C s ta ff s ta te s th a t p re fe rre d s to c k w ith m an da to ry
re d e m p tio n re q u ire m e n ts sh o u ld be s ta te d on th e ba la n ce
s h e e t a t e ith e r fa ir v a lu e a t d a te o f is s u e o r, if fa ir v a lu e is le ss
th a n re d e m p tio n v a lu e , a t fa ir v a lu e in cre a se d b y p e rio d ic
a c c re tio n s o f th e d iffe re n c e b e tw e e n fa ir v a lu e an d red em p
tio n va lu e .
P ara g ra p h 10C o f Statem ent o f Financial Accounting Stan
dards No. 47, S e c tio n C 3 2 o f F A S B Accounting Standards—
Current Text, re q u ire s th a t fin a n c ia l sta te m e n ts d is c lo s e fo r
each o f th e fiv e y e a rs fo llo w in g th e d a te o f th e la te s t b a lan ce
s h e e t p re se n te d th e re d e m p tio n re q u ire m e n ts o f red ee m able
c a p ita l sto ck.
E xam p les o f p re fe rre d s to c k p re s e n ta tio n s fo llo w .

Preferred Stock Extended At Par Value
AM INTERNATIONAL, INC. (JUL)
1988

1987

($000)

Shareholders’ equity;
Preferred stock, $.01 par value; 15 million
shares authorized; 3,450,000 shares of
$2.00 Convertible Exchangeable Preferred
Stock ($86,250 aggregate liquidation pref
erence) issued and outstanding................ $
35 $
35
Common stock, $.01 par value; 135 million
shares authorized; 51,614,557 and
51,496,259 issued and outstanding in
1988 and 1987 ..........................................
516
515
Capital in excess of par value.......................
337,907
337,558
Notes receivable from officer.............................
(4,226) (2,763)
Accumulated deficit.......................................
(95,687)
(68,417)
Cumulative translation adjustment......................
(6,073) (7,667)
Total shareholders’ equity.............................

232,472

259,261

N O TES TO C O N S O L ID A T E D FIN A N C iA L STATEM ENTS
Note 4 (in Part): Comm on a n d Preferred Stock
T he $ 2 .0 0 C o n v e rtib le E xch a n g e a b le P re fe rre d S to c k (th e
“ $ 2 .0 0 P re fe rre d S to c k ” ) is c o n v e rtib le in to th e C o m pa ny’s
com m on s to c k a t a c o n v e rs io n p ric e o f $ 8 .37 5 p e r sh a re
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s u b je c t to a d ju stm e n t. A n n u a l d iv id e n d s a re $ 2 .0 0 p e r sh a re
and a re cu m u la tiv e . T h e $ 2 .0 0 P re fe rre d S to ck is n o t red ee m 
a b le p rio r to F e b ru a ry 1989 u n le s s th e c lo s in g p ric e o f th e
com m on s to c k h a s e q u a le d o r e xce e d e d $ 1 2 .5 6 3 fo r a s p e c i
fie d p e rio d p rio r to th e n o tic e o f re d e m p tio n . S u b je c t to th e
fo re g o in g , th e $ 2 .0 0 P re fe rre d S to c k is red e e m a b le a t th e
C om pany’s o p tio n a t d e c lin in g p re m iu m s u n til F e b ru a ry 1996
and th e re a fte r a t $ 2 5 p e r sh a re , p lu s a ccu m u la te d un pa id
d ivid e n d s. T h e $ 2 .0 0 P re fe rre d S to c k is e xch a n g e a b le in to ta l
a t th e C o m pa ny’s o p tio n b e g in n in g in F e b ru a ry 1989 in to th e
C om pany’s 8% C o n v e rtib le S u b o rd in a te d D e b e n tu re s due
2011 a t th e ra te o f $ 2 5 p rin c ip a l a m o u n t o f D e b e n tu re s fo r
each s h a re o f th e $ 2 .0 0 P re fe rre d S to ck.
In D e cem b er 1986, th e C o m pa ny d e c la re d a d ivid e n d o f
one P re fe rre d S h a re P u rch a se R ig h t (th e “ R ig h t” ) o n each
o u ts ta n d in g s h a re o f com m o n s to c k . U n d e r c e rta in c o n d itio n s,
each R ig h t m ay be e x e rc is e d to p u rch a se o n e o n e -h u n d re d th
sh a re o f a ne w s e rie s o f ju n io r p a rtic ip a tin g p re fe rre d sto c k a t
an e x e rc is e p ric e o f $ 2 5 , s u b je c t to a d ju stm e n t. T h e R ights
m ay o n ly b e e x e rc is e d 10 d a ys a fte r p u b lic an n o u n ce m e n t
th a t a th ird p a rty h a s a c q u ire d o r o b ta in e d th e rig h t to a cq u ire
20% o r m ore o f th e C o m p a n y’s com m o n s to c k o r 10 d a ys a fte r
com m e nce m ent o r p u b lic a n n o u n ce m e n t o f an o ffe r fo r 30%
o r m ore o f th e C o m p a n y’s com m on sto c k . T h e R ig h ts, w h ich
d o n o t ha ve v o tin g rig h ts , e x p ire in D e cem b er 1996 an d m ay
be red ee m ed b y th e C o m pa ny a t a p ric e o f $ .0 2 p e r R ig h t a t
a n y tim e p rio r to th e ir e x p ira tio n o r th e a c q u is itio n b y a pe rson
o r g ro u p o f a ffilia te d o r a s s o c ia te d p e rso n s o f b e n e fic ia l ow n
e rsh ip o f 20 % o r m o re o f th e C o m p a n y’s o u ts ta n d in g com m on
sto ck. In th e e v e n t th a t th e C o m pa ny is a cq u ire d in a m e rg e r o r
o th e r b u sin e ss c o m b in a tio n tra n s a c tio n o r 50% o r m ore o f its
co n s o lid a te d a s s e ts o r e a rn in g p o w e r is s o ld , p ro v is io n sh a ll
be m ade so th a t e a ch h o ld e r o f a R ig h t s h a ll ha ve th e rig h t to
re ce ive , up on e x e rc is e th e re o f a t th e th e n c u rre n t e x e rc is e
p rice , th a t n u m b e r o f s h a re s o f com m o n s to c k o f th e su rv iv in g
com p an y w h ich a t th e tim e o f su ch tra n s a c tio n w o u ld ha ve a
m a rke t v a lu e o f tw o tim e s th e e x e rc is e p ric e o f th e R ight.
in M arch 1988, th e C o m pa ny issu e d w a rra n ts to pu rcha se
a p p ro xim a te ly 2 .5 m illio n com m on s h a re s to c e rta in cla im a n ts
p u rsu a n t to its A m en de d P lan o f R e o rg a n iza tio n . T h e w a r
ra n ts a re e x e rc is a b le a t $ 5 ,8 3 4 p e r sh a re , s u b je c t to a d ju s t
m ent, a n d e x p ire o n F e b ru a ry 28 , 1997. T h e w a rra n ts a re
c a lla b le in to ta l b y th e C o m pa ny a fte r F e b ru a ry 2 8 , 1993, o r
d u rin g a c a ll p e rio d la s tin g 10 d a y s im m e d ia te ly su cce e d in g a
pe rio d d u rin g w h ic h th e c lo s in g p ric e fo r th e C o m pa ny’s com 
m on s to c k h a s e q u a le d o r e xce e d e d 200% o f th e e xe rcise
p rice o f th e w a rra n ts fo r ea ch o f tw e n ty c o n s e c u tiv e b u sin e ss
days.
In Ju n e 1988, th e C o m pa ny e n te re d in to a p u t a g re e m e n t
w ith th e K om o ri P rin tin g M a ch in e ry C o m pa ny th a t m ay re q u ire
th e C o m pa ny to a c q u ire a ll o r p o rtio n s o f th e 3 ,8 6 9 ,0 0 0 sh a re s
o f th e C o m p a n y’s com m o n s to c k h e ld b y K om o ri a t a p rice
eq u a l to th e h ig h e r o f th e a ve ra g e c lo s in g p ric e o f th e C om 
pa n y’s com m on s to c k fo r th e 3 0 tra d in g da ys p rio r to th e d a te
o f e x e rc is e o r th e h ig h e s t re p o rte d s a le s p ric e o f th e C om 
pa n y’s com m on s to c k on th e d a y p rio r to th e e x e rc is e da te.
T he p u t e x p ire s in J a n u a ry 1989.

CONSTAR INTERNATIONAL INC. (DEC)
1988

1987

($000)

Redeemable Preferred Stock:
Cumulative preferred stock, $50 par value, au
thorized 200,000 shares (Note 6)—
6% Series A, outstanding 1,979 shares in
1988 and 2,996 shares in 1987................
6% Series AA, outstanding 30,090 shares in
1988 and 33,174 shares in 1987 .............
Preferred stock, $1 par value, authorized
800,000 shares (Note 7)—
7¼ % cumulative exchangeable, Series D,
outstanding 50,000 shares in 1987..........
Total redeemable preferredstock................
Common Stockholders’ Ownership:
Common stock, $.50 par value, authorized
15,000,000 shares, issued 7,743,555 shares
in 1988 and 7,664,582 shares in1987 ................
Paid-in capital........................................................
Retained earnings...................................................
Less— Treasury stock (common), at cost,
1,995,400 shares in 1988 and 1,996,600
shares in 1987...................................................

99

$

150

1,504

1,659

1,603

1,809

12,570

—
1,603

3,872
34,041
76,129

14,379

3,832
32,595
66,289

(32,780) (32,802)
81,262

69,914

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
(6) Cumulative P referred Stock:
T he S e rie s A a n d S e rie s A A p re fe rre d s to c k is c a lla b le a t
$ 5 2 .5 0 p e r s h a re and is re d e e m a b le th ro u g h a n n u a l s in kin g
fu n d p a ym e n ts o f a p p ro x im a te ly $ 5 0 ,0 0 0 ea ch on a cu m u la 
tiv e b a sis. T h e s in k in g fu n d re q u ire m e n ts fo r b o th s e rie s m ay
be m et b y d ire c t re d e m p tio n , and o u ts ta n d in g sh a re s a t D e
ce m b e r 3 1 , 1 9 8 8 , 1987, an d 1986, a re n e t o f th o s e a cq u ire d
fo r th a t p u rp o se . T h e S e rie s A A A p re fe rre d s to c k w a s fu lly
red ee m ed in 1986. T ra n s a c tio n s d u rin g 1 9 8 8 , 1987, an d 1986
w e re as fo llo w s ($ 0 0 0 ):
Series A
Balance, December
31, 1985..........
Purchase of stock to
meet sinking fund
requirements........
Balance, December
31,1986..............
Purchase of stock to
meet sinking fund
requirements........
Balance, December
31, 1987..............
Purchase of stock to
meet sinking fund
requirements........
Balance, December
31, 1988..............

$252

(51)
201

Series AA
$1,747

(88)
1,659

Series AAA
$800

(800)

_

(51)
$ 99

$2,799

(939)
1,860

(51)

(51)
150

Total

1,809

1,659

(206)

(155)
$1,504

$ —

$1,603

T he a p p ro xim a te a m o u n t o f s in k in g fu n d pa ym e n ts re q u ire d
fo r re d e m p tio n o f a ll s e rie s o f re d e e m a b le p re fe rre d sto c k
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d u rin g th e n e xt fiv e y e a rs is $ 1 0 0 ,0 0 0 fo r 1989 and 1990 and
$5 0 ,0 0 0 fo r 1991 th ro u g h 1993.
(7) Cumulative Convertible an d Exchangeable Preferred
Stock:
In Ju n e 1986 upon p a ym e n t o f $ 3 ,6 4 3 ,2 0 0 in ca sh , 8 6 ,250
s h a re s re p re s e n tin g $ 8 ,2 8 0 ,0 0 0 o f th e C o m p a n y ’s 10%
c u m u la tiv e c o n v e rtib le e x c h a n g e a b le S e rie s B p re fe rre d
sto c k w e re c o n ve rte d in to 7 4 5 ,2 0 0 s h a re s o f th e C o m pa ny’s
com m on sto ck. S ee N o te 8 b e lo w w ith re sp e ct to th e D ecem 
b e r 1986 re p u rch a se o f th e se 7 4 5 ,2 0 0 com m on sha res.
In M ay 1987 th e re m a in in g 7 0 ,0 0 0 sh a re s o f th e C o m pa ny’s
S eries B p re fe rre d s to c k w e re e xch a n g e d fo r 5 0 ,0 0 0 sh a re s
re p re se n tin g $ 1 2 ,5 7 0 ,0 0 0 o r $ 2 5 1 .4 0 p e r s h a re o f th e C om 
pa ny’s 7 ¼ % c u m u la tiv e e xch a n g e a b le S e rie s D p re fe rre d
sto ck. In J u ly 1988 th e C o m pa ny re p u rch a se d a ll o f its o u t
sta n d in g S e rie s D p re fe rre d s to c k fo r $ 1 2 ,4 4 5 ,0 0 0 .

CONTROL DATA CORPORATION (DEC)
1988

1987

($ millions)
Stockholders’ equity
4½ % Cumulative Preferred Stock, voting, $100
par, authorized 371,135 shares, issued
108,591 shares.............................................
$
Common Stock, $.50 par, authorized
100,000,000 shares, issued 42,273,735 and
42,236,336 ..........................................................
Additional paid-in capital........................................
Retained earnings....................................................
Foreign currency translation adjustment............
Other stockholders’ equity item s.............................
Total stockholders’ equity..............................

10.9

$

10.9

va lu e o f tw ic e th e e x e rc is e p rice . T he rig h ts w ill e x p ire on
O cto b e r 14, 1996 u n le s s th e C o m pa ny’s “ co n tin u in g d ire c 
to rs ’’ ch o o se to redeem th e m e a rlie r a t $ .0 4 p e r rig h t.

Preferred Stock Extended At Stated Value
CYPRUS MINERALS COMPANY (DEC)
1988
Shareholders’ Equity
Preferred Stock, $1 Par Value,
10,000,000 Shares Authorized:
Series B Preferred Stock, $50 stated
value, 4,000,000 Authorized,
3,932,000 Issued and Outstanding...
Series A Preferred Stock, 300,000
Shares Authorized, None Issued or
Outstanding......................................
Common Stock, Without Par Value,
50,000,000 Shares Authorized,
26,353,020 Issued...............................
Paid-In Capita l ...........................................
Accumulated D eficit..................................
Foreign Currency Translation Adjustment..

$ 196,600

—

498
1,434,599
(423,097)
(2,043)
1,206,557

21.1
576.6
519.0
(45.5)
(27.9)
1,054.2

21.1
575.5
517.8
(39.2)
(38.6)
1,047.5

1987

($ 000)

Less Treasury Stock, 139,683 and
547,687 Shares at C ost.......................
Total Shareholders’ Equity....................

(2,593)
1,203,964

$—

—

498
1,436,748
(577,632)
153
859,767
(10,169)
849,598

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note 7; Preferred Stock

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
D (In Part): Stockholders’ Equity
P re fe rre d S to ck
A t D e cem b er 31 , 1985, th e re w e re 109,979 issu ed and
o u ts ta n d in g s h a re s o f 4 ½ % C u m u la tiv e P re fe rre d S to ck.
S in ce th a t d a te th e C o m pa ny pu rch a se d 1,388 sh a re s in
1 9 8 6 , p rim a rily u n d e r a lo n g -te rm p u rc h a s e p ro g ra m
an no un ced in O c to b e r 1984 an d te rm in a te d in M arch 1987,
le a vin g 108,591 s h a re s issu e d and o u ts ta n d in g a t D ecem ber
31, 1988.
O ut o f a n o th e r c la s s o f P re fe rre d S to ck w ith 7 5 0 ,0 0 0 a u th o 
riz e d s h a re s , 5 0 0 ,0 0 0 s h a re s h a v e b e e n re s e rv e d fo r
issu a n ce and d e s ig n a te d as S e rie s A J u n io r P a rtic ip a tin g
P re fe rre d S to ck. N o sh a re s o f th is cla s s have be en issu ed. If a
pe rson a cq u ire s 2 0 p e rc e n t o r m ore o f th e C o m pa ny’s vo tin g
sto ck w ith o u t th e c o n s e n t o f th e C o m pa ny’s “ c o n tin u in g d ire c 
to rs ’’ (a “ h o s tile a c q u is itio n ’’), th e n h o ld e rs o f p re fe rre d sto ck
pu rcha se rig h ts w h ic h a tta ch to th e C o m pa ny’s o u tsta n d in g
com m on s h a re s be com e e n title d to p u rch a se e ith e r sh a re s o f
th e J u n io r P re fe rre d S to c k o r sh a re s o f th e com m on s to c k o f
th e C o m pa ny h a vin g a m a rke t v a lu e o f tw ic e th e e xe rcise
p rice . S im ila rly , if a fte r a h o s tile a c q u is itio n th e C om pany
m erges o r c o n s o lid a te s w ith , o r s e lls its a sse ts to , a n o th e r
person, th e n th e h o ld e r o f a rig h t be com e s e n title d to pu rcha se
e ith e r sh a re s o f th e J u n io r P re fe rre d S to ck o r sh a re s o f th e
com m on s to c k o f th e s u rv iv in g c o rp o ra tio n h a ving a m arke t

In J u ly a n d A u g u s t 1988, C yp ru s issu e d 3 ,9 3 2 ,0 0 0 sh a re s
o f $ 3 .7 5 C o n v e rtib le E xch a n g e a b le P re fe rre d S to ck, S e rie s B,
a t $50 p e r sh a re . E ach s h a re o f S e rie s B p re fe rre d s to c k is
c o n v e rtib le In to a p p ro x im a te ly 1 .3 423 S h a re s o f C yp ru s com 
m on sto ck. T h e S e rie s B p re fe rre d s to c k is e xch a n g e a b le in
w h ole a t th e o p tio n o f C yp ru s on a n y d iv id e n d pa ym en t d a te
on o r a fte r A u g u s t 1 , 1990, fo r C y p ru s ’ 7 ½ p e rc e n t c o n v e rtib le
su b o rd in a te d d e b e n tu re s d u e 20 1 3 a t $ 5 0 p rin c ip a l am o un t o f
d e b e n tu re s fo r ea ch s h a re o f S e rie s B p re fe rre d sto ck. T he
S e rie s B p re fe rre d s to c k is n o n re d e e m a b le p rio r to A u g u st 11,
1991. O n an d a fte r A u g u s t 11, 1991, th e S e rie s B p re fe rre d
sto ck is re d e e m a b le , in w h o le o r in p a rt, a t an y tim e a t th e
o p tio n o f C yp ru s a t re d e m p tio n p ric e s b e g in n in g a t $ 5 2 .625
p e r sh a re an d d e c lin in g to $ 5 0 p e r s h a re on and a fte r A u g u st
1, 1998. D ivid e n d s on th e S e rie s B p re fe rre d sh a re s a re
cu m u la tive .
In M ay 1986, th e B oa rd o f D ire c to rs o f C yp ru s d e cla re d a
d ivid e n d o f o n e p re fe rre d s h a re p u rch a se rig h t o n ea ch o u t
sta n d in g sh a re o f com m on s to c k o f C yp ru s. O ne p re fe rre d
sh a re p u rch a se rig h t is issu e d w ith ea ch sh a re o f com m on
sto c k issu e d a fte r M ay 2 3 , 1986. T h e rig h ts a re n e ith e r p re s
e n tly e x e rc is a b le n o r se p a ra b le fro m th e com m on sto ck. If
th e y be com e e x e rc is a b le fo llo w in g th e o ccu rre n ce o f ce rta in
spe c ifie d e ve n ts, ea ch rig h t w ill e n title th e h o ld e r, w ith in c e r
ta in lim ita tio n s , to p u rch a se o n e o n e -h u n d re d th o f a sh a re o f
S e rie s A p re fe rre d s to c k fo r $ 6 5 s u b je c t to c e rta in a n ti-d ilu tio n
ad ju stm e n ts and to e x e rc is e c e rta in o th e r rig h ts u n d e r ce rta in
circu m sta n ce s as d e fin e d in th e rig h ts A g re e m e n t. T he rig h ts
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do n o t ha ve a n y v o tin g rig h ts n o r a re th e y e n title d to d ivid e n d s.
T he rig h ts a re re d e e m a b le b y C yp ru s a t $ .0 5 ea ch u n til a
person o r g ro u p a c q u ire s 2 0 p e rc e n t o f C y p ru s ' com m on sto c k
o r u n til th e y e x p ire on M ay 23, 1996.

sha res a fte r th e 2 fo r 1 s to c k s p lit in 1987) sh a re s o f com m on
sto c k in M ay 1986. T h e n e t p ro ce e d s o f $1 1 2 m illio n w e re
used p rin c ip a lly fo r th e re d u c tio n o f o u ts ta n d in g in d e b te d n e ss
o f th e C o m pa ny an d its s u b s id ia rie s .

EMHART CORPORATION (DEC)
1987

1988

1986

($ millions)
Shareholders’ Equity
Preference stock, without par value—
authorized 5,000,000 shares:
$2.10 Convertible series, 32,840
shares outstanding in 1988,
47,587 shares in 1987, and
54,686 shares in 1986 (liquida
tion preference of $1.6 m illion).
Money Market Cumulative, Series
A, 750 shares outstanding (liq
uidation preference of $75.7
m illion)......................................
Common stock, $1 par value— autho
rized 200,000,000 shares; issued
62,382,709 shares in 1988,
61,681,010 shares in 1987 and
31,016,173 shares in 1986 ..........
Additional paid-in capital....................
Retained earnings..............................

Preferred Stock Extended At Redemption Or
Liquidating Value
THE COCA-COLA COMPANY (DEC)
1987

1988
($ 000)

$

.9

$

1.3

$

1.5

73.6

62.4
289.8
525.6

61.7
280.4
450.8

31.0
322.8
391.1

Cumulative translation adjustment.....

952.3
18.6

794.2
44.2

746.4
(29.3)

Total shareholders’ equity.................

970.9

838.4

717.1

N O TES TO F IN A N C IA L STA TEM EN TS
18 (In Part): Shareholders’ Equity
P re fe re n ce S to ck
E ach s h a re o f $ 2 .1 0 c o n v e rtib le p re fe re n c e s to ck, w h ich is
c o n v e rtib le in to 7 .2 9 5 s h a re s o f E m ha rt com m on s to c k and
s u b je c t to c e rta in a n tid ilu tio n p ro v is io n s , is e n title d in liq u id a 
tio n to $5 0 a sh a re p lu s a n y u n p a id d ivid e n d s. S uch sha res
m ay be red ee m ed a t E m h a rt’s o p tio n fo r $5 2 a sh a re , p lu s an y
u n pa id d iv id e n d s . A t D e cem b er 3 1 , 1988, 2 3 9 ,5 6 8 com m on
sh a re s w e re re se rve d fo r co n v e rs io n o f th e o u ts ta n d in g p re f
ere nce sto ck.
T h e C o m pa ny s o ld 7 5 0 s h a re s o f m on ey m a rke t cu m u la tive
p re fe re n ce s to c k a t a p ric e o f $ 1 0 0 ,0 0 0 p e r sh a re in N o vem b er
1988. T h e n e t p ro ce e d s o f $ 7 3 .6 m illio n w e re used to rep ay
sh o rt-te rm b o rro w in g s in c u rre d to fin a n c e re ce n t a c q u is itio n s .
D ivid e n d s w h ich a re c u m u la tiv e a re g e n e ra lly d e te rm in e d
eve ry 4 9 da ys th ro u g h a u c tio n p ro ce d u re s. T h e m axim um
a p p lic a b le d iv id e n d ra te m ay ra n g e fro m 110% to 200% o f th e
60 d a y “ A A ” C o m p o site C o m m e rcia l P a p e r R ate. T h e liq u id a 
tio n p re fe re n c e an d th e re d e m p tio n p ric e is $ 1 0 0 ,0 0 0 pe r
sh a re p lu s a n y a cc ru e d d iv id e n d s . T h e d iv id e n d ra te in e ffe c t
a t D e cem b er 3 1 , 1988 w a s 7¾ % .
C om m on S to ck
T he C o m pa ny re a c q u ire d an d re tire d 1 ,0 0 0 ,0 0 0 sh a re s o f
its com m on s to c k p u rch a se d a t an a ve ra g e p ric e o f $ 1 8 .4 2 on
th e op e n m a rke t d u rin g 1987.
T h e C o m p a n y s o ld 3 ,1 5 0 ,0 0 0 (e q u iv a le n t to 6 ,3 0 0 ,0 0 0

Shareholders’ Equity
Preferred stock, $1 par value— Autho
rized; 100,000,000 shares; 3,000
shares of cumulative money market
preferred stock issued and outstand
ing in 1988, stated at aggregate li
quidation preference.........................
Common stock, $1 par value—
Authorized: 700,000,000 shares;
Issued: 417,394,567 shares In 1988;
415,977,479 shares in 1987 ............
Additional paid-in capital......................
Reinvested earnings..............................
Unearned restricted stock issued for fu
ture services....................................
Foreign currency translation adjustment

$ 300,000

417,395
380,264
4,385,142
(51,467)
(17,010)
5,414,324

Less treasury stock, at cost
(62,606,056 common shares in
1988; 43,621,336 common shares
in 1987)...........................................

$

-

415,977
338,594
3,783,625
(37,414)
(4,247)
4,496,535

2,069,022

1,309,361

3,345,302

3,187,174

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
8. Preferred Stock. O n S e p te m b e r 7 , 1988, th e C om pany
issu ed fo u r s e rie s o f n o n -v o tin g c u m u la tiv e m on ey m a rke t
p re fe rre d s to c k (M M P ), c o n s is tin g o f 75 0 sh a re s ea ch . A ll
sh a re s w e re issu e d a t a p ric e o f $ 1 0 0 ,0 0 0 p e r sh a re . D i
vid e n d s, w h ich a re c u m u la tiv e , a re g e n e ra lly d e te rm in e d e v
e ry 49 d a ys th ro u g h a u c tio n p ro ce d u re s. W e ig h te d a ve ra g e
d ivid e n d ra te s (p e r an nu m ) w e re a s fo llo w s :

Series
A....................................................
B....................................................
C....................................................
D ...................................................

Weighted Average Dividend Rate
Year Ended December 3 1 , 1988
6.52%
6.51%
6.77%
6.81%

T he s h a re s o f M M P o f e a ch s e rie s a re re d e e m a b le on th e
seco nd b u sin e ss d a y p re c e d in g a n y d iv id e n d p a ym en t d a te a t
th e o p tio n o f th e C o m pa ny, a s a w h o le o r in p a rt, a t $ 1 0 0 ,0 0 0
p e r sh a re p lu s a ccru e d d iv id e n d s .
9. Common Stock. T h e n u m b e r o f com m o n s to c k sh a re s
o u tsta n d in g an d re la te d ch a n g e s fo r th e th re e y e a rs ended
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December 31, 1988, are as follows (in thousands):

Stock outstanding at January 1,
Sales to employees exercising
stock options (net of treasury
shares)..................................
Treasury stock issued in con
nection with an acquisition...
Stock issued under Restricted
Stock Award Plan.................
Treasury stock purchased.........
Stock outstanding at December
31..........................................

1988

1987

1986

372,356

385,011

385,982

906

1,339

1,213

_

_

485

512
(18,985)

178
(14,172)

354,789

372,356

210
(2,879)

in the event of dividend arrearages or a default in the obliga
tion to redeem such Series A Preferred. At the option of the
holder, the Series A Preferred may at any time be converted to
common stock at a ratio of 1.51 shares of common stock for
each share of Series A Preferred.
In January 1989, the company repurchased investment
units consisting of the Second Series Preferred and associ
ated subordinated notes. See discussion under Note 9.
The company has warrants outstanding that allow the hold
ers to purchase 93,750 shares of common stock at $11.925
per share, expiring in 1990.

385,011

THE BFGOODRICH COMPANY (DEC)
FAIRCHILD INDUSTRIES, INC. (DEC)
1988
1987

1988
($ 000)

Redeemable preferred stock:
$3.60 Cumulative Series A Convertible Pre
ferred Stock, without par value,
3,590,983 shares authorized, 3,582,832
shares issued, and 1,655,637 and
2,421,437 shares outstanding at redemp
tion value of $45.00 per share................
Non-redeemable preferred stock:
Convertible Preferred Stock, Second Series,
without par value, 2,650,500 shares au
thorized, issued and outstanding at liqui
dation value of $3.87 per share..............
Common stockholders’ equity:
Common stock, par value of $.01 per
share, 75,000,000 shares authorized and
14,385,346 and 14,355,101 shares
issued.....................................................
Paid-in capital...............................................
Retained earnings (deficit)...........................
Cumulative translation adjustment................

$74,504

10,260

$108,964

10,260

144
78,628
(11,444)
1,716

144
74,726
(28,144)
1,991

69,044

48,717

Less treasury stock at cost (7,446 and
228,730 shares)......................................

(68)

(2,095)

Total common stockholders’ equity.............

68,976

46,622

NOTES TO FINANCIAL STATEMENTS
Note 4. C apital Stock

The Series A Preferred is subject to annual mandatory
redemptions of 165,564 shares per annum at $45.00 per
share, plus any dividend arrearages, commencing in 1989. In
addition, the company has the option of redeeming any or all
shares, at prices ranging from $46.80 (1989) to $45.00 (1994
and thereafter). During 1988 and 1987, as part of its restruc
turing program, the company retired 765,800 and 1,014,600
shares, respectively, in negotiated purchases and through
open market transactions. Shares repurchased by the com
pany after 1988 may be applied against mandatory redemp
tion requirements.
Holders of the Series A Preferred have general voting
rights. Additionally, in the event of a cumulative arrearage
equal to six quarterly dividends, all Series A Preferred stock
holders have the right to elect separately, as a class, two
members to the Board of Directors. No cash dividends can be
declared or paid on any stock junior to the Series A Preferred

1987

($ 000)

Redeemable Preferred Stocks.....................................$. 11.3
Shareholders’ Equity
$3.50 Cumulative Convertible Preferred Stock,
Series D (stated at involuntary liquidation value of
$50 per share) 2,200,000 shares issued and out
standing.................................................................. 110.0
Common Stock— $5 par value
Authorized 100,000,000 shares; issued
25,554,627 shares................................................ 127.8
Additional capital....................................................... 382.9
Income retained in the business................................ 548.9
Cumulative unrealized translation adjustments......... (2.6)
Common stock held in treasury, at cost (352,396
shares in 1988 and 417,511 shares in 1987)...... (12.4)

$14.4

Total Shareholders’ Equity....................................... .1,154.6

990.9

110.0

127.8
382.2
405.3
(19.8)
(14.6)

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
(Dollars in millions, except per share amounts)
Note Q: Preferred Stock

There are 10,000,000 authorized shares of Series Pre
ferred Stock— $1 par value. Shares of Series Preferred Stock
which have been redeemed are deemed retired and extin
guished and may not be reissued. As of December 3 1 , 1988,
534,174 shares of Series Preferred Stock have been re
deemed. The Board of Directors establishes and designates
the series and fixes the number of shares and the relative
rights, preferences and lim itations of the respective series of
the Series Preferred Stock.
W henever dividends on Cumulative Series Preferred Stock
are in arrears six quarters or more, holders of such stock
(voting as a class) have the right to elect two Directors of the
Company until all cumulative dividends have been paid.
Dividends on outstanding Series Preferred Stock must be
declared and paid or set apart for payment, and funds required
for sinking-fund payments, if any, on Series Preferred Stock
must be paid or set apart for payment before any dividends
may be paid or set apart for payment on the Common Stock.
Redeemable Preferred Stock— Series A (stated at involun
tary liquidation value of $100 per share): BFGoodrich has
issued 250,000 shares of $7.85 Cumulative Preferred Stock,
Series A. In order to com ply with sinking-fund requirements,
each year on August 15, BFGoodrich must redeem 12,500
shares of the Series A Stock. The redemption price is $100 per
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s h a re , p lu s d iv id e n d s a c c ru e d a t th e re d e m p tio n d a te .
B F G o od rich m ay red ee m , a t su ch p ric e , u p to an a d d itio n a l
12,500 s h a re s in e a ch y e a r. T h e s in k in g -fu n d re q u ire m e n ts
m ay a lso be s a tis fie d w ith s h a re s a c q u ire d on th e op e n m ar
k e t. A t D e c e m b e r 3 1 , 19 8 8 an d 19 87 , B F G o o d rich he ld
12,050 an d 1 2 ,500 s h a re s , re s p e c tiv e ly , fo r fu tu re s in k in g fu n d re q u ire m e n ts. A fte r g iv in g e ffe c t to th e s h a re s h e ld fo r
fu tu re s in k in g -fu n d re q u ire m e n ts , th e re w e re 1 1 2 ,9 5 0 ,
125,000 an d 1 5 0,00 0 s h a re s o f S e rie s A S to ck o u ts ta n d in g a t
D e cem b er 3 1 , 1 9 8 8 , 1987 an d 1986, re s p e c tiv e ly . T h e a g g re 
g a te a m o u n t o f re d e m p tio n re q u ire m e n t fo r th e S e rie s A S to ck
is $.1 fo r 1989 an d $ 1 .3 in e a ch o f th e y e a rs 1 9 9 0 , 1 9 9 1 , 1992
and 1993.
R e de em ab le P re fe rre d S to ck— S e rie s B (s ta te d a t in v o lu n 
ta ry liq u id a tio n v a lu e o f $ 1 0 p e r s h a re ): B F G o od rich had
issu ed 3 7 2 ,8 3 8 s h a re s o f $ .9 7 5 C u m u la tive P re fe rre d S tock,
S e rie s B. S in k in g -fu n d re q u ire m e n ts re q u ire d B F G o od rich to
redeem 3 0 ,0 0 0 sh a re s o f th e S e rie s B S to c k on J u ly 15 o f each
y e a r a t a re d e m p tio n p ric e o f $ 1 0 p e r sh a re , p lu s d ivid e n d s
a ccru ed a t th e re d e m p tio n d a te . O n J u ly 1 5 , 1988, B F G ood
rich red ee m ed th e 19 2 ,8 3 8 o u ts ta n d in g sh a re s o f S e rie s B
C um ula tiv e P re fe rre d S to c k a t $ 1 0 .2 4 p e r sh a re p lu s a ccru ed
d ivid e n d s.
C o n v e rtib le P re fe rre d S to ck— S e rie s D (s ta te d a t in v o lu n 
ta ry liq u id a tio n v a lu e o f $ 5 0 p e r s h a re ): In 1986, B F G o od rich
issu ed 2 ,2 0 0 ,0 0 0 s h a re s o f $ 3 .5 0 C u m u la tive C o n v e rtib le
P re fe rre d S to ck, S e rie s D fo r $ 1 1 0 .0 ($ 1 0 6 .4 n e t o f u n d e rw rit
ing d is c o u n t and iss u a n c e e xp e n se s). T h e S e rie s D S to ck is
c o n v e rtib le in to s h a re s o f B F G o o d rich ’s C om m on S to ck a t a
co n ve rsio n ra te , w h ic h is s u b je c t to c e rta in a n ti-d ilu tio n p ro v i
sio n s, o f 0 .9 0 9 s h a re s o f C om m on S to ck fo r ea ch sh a re o f
S e rie s D S to ck. A t B F G o o d rich ’s o p tio n , th e S e rie s D S to ck
m ay be red ee m ed, in w h o le o r in p a rt, a t a n y tim e o n o r a fte r
Ja n u a ry 1, 1990. T h e re d e m p tio n p ric e , w h ich d e cre a se s
each J a n u a ry 2, is $ 5 2 .4 5 a s h a re u n til J a n u a ry 2, 1991
($ 5 2 .1 0 a sh a re fo r th e tw e lv e m o n th s th e re a fte r) p lu s accru e d
and u n p a id d iv id e n d s . A t D e ce m b e r 3 1 , 1 9 8 8 , 1987 and 1986,
th e re w e re 2 ,2 0 0 ,0 0 0 s h a re s o f S e rie s D S to ck o u tsta n d in g .
C u m u la tive P a rtic ip a tin g P re fe rre d S to ck— S e rie s E: O n
J u ly 2 0 , 1987, B F G o o d rich d e c la re d a d iv id e n d d is trib u tio n o f
one R ig h t fo r ea ch o u ts ta n d in g s h a re o f C om m on S to ck o f th e
C om pany to s h a re h o ld e rs o f re co rd a t th e clo s e o f bu sin e ss on
A u g u st 3, 1987. E ach R ig h t, w h en e x e rc is a b le , e n title s th e
re g iste re d h o ld e r th e re o f to p u rch a se fro m B F G o o d rich one
o n e -h u n d re d th o f a s h a re o f C u m u la tive P a rtic ip a tin g P re fe r
red S to ck, S e rie s E a t a p ric e o f $ 2 0 0 p e r o n e o n e -h u n d re d th
o f a s h a re (s u b je c t to a d ju s tm e n t). T h e on e o n e -h u n d re d th o f a
sh a re is in te n d e d to b e th e fu n c tio n a l e q u iv a le n t o f o n e sh a re
o f th e C o m pa ny’s C om m on S to ck. T h e R ig h ts w ill n o t be
e x e rc is a b le o r tra n s fe ra b le a p a rt fro m th e C om m on S to ck u n til
a p e rso n , a s d e fin e d in th e R ig h ts A g re e m e n t (d a te d J u ly 20,
1987 and a s a m e nd ed on D e cem b er 7, 1987), w ith o u t th e
p ro p e r c o n s e n t o f B F G o o d rich ’s B oa rd o f D ire c to rs , a cq u ire s
20 p e rce n t o r m ore o f th e vo tin g p o w e r o f th e C o m pa ny’s sto c k
o r an n o u n ce s a te n d e r o ffe r th a t w o u ld re s u it in 2 0 p e rce n t
o w n e rsh ip . B F G o o d rich w ill be e n title d to red ee m th e R ights a t
fiv e c e n ts p e r R ig h t a n y tim e b e fo re a 2 0 p e rc e n t p o s itio n has
been a cq u ire d an d in c o n n e c tio n w ith c e rta in tra n s a c tio n s
th e re a fte r an n o u n ce d . U n d e r c e rta in c ircu m sta n ce s, in clu d in g
th e a c q u is itio n o f 2 0 p e rc e n t o f th e C o m p a n y’s sto c k , each
R ight n o t ow ne d b y a p o te n tia l a c q u iro r o r re la te d p a rtie s w ill
e n title its h o ld e r to p u rch a se , a t th e R ig h t’s th e n -c u rre n t e xe r
cise p ric e , s h a re s o f B F G oo d ric h ’s S e rie s E S to ck h a ving a
m arke t va lu e o f tw ic e th e R ig h t’s e x e rc is e p ric e . H o ld e rs o f th e

R ights w ill be a b le to b u y s to c k o f an a c q u iro r a t a s im ila r
d is c o u n t if, a fte r th e a c q u is itio n o f 2 0 p e rc e n t o r m ore o f th e
C om pa ny’s v o tin g po w e r, B F G o o d rich is in vo lve d in a m e rg e r
o r o th e r b u s in e s s c o m b in a tio n tra n s a c tio n w ith a n o th e r p e r
son in w h ich its com m o n s h a re s a re ch a n g e d o r co n v e rte d , o r
B F G o od rich s e lls 50 p e rc e n t o r m ore o f its a ss e ts o r e a rn in g
po w e r to a n o th e r p e rso n . A t b o th D e ce m b e r 31, 1988 and
1987, th e re w e re a u th o riz e d 3 5 0 ,0 0 0 s h a re s o f open S e rie s E
S tock, o f w h ich 3 2 8 ,0 3 8 a n d 3 2 8 ,6 0 4 s h a re s, re s p e c tiv e ly ,
w e re re se rve d fo r fu tu re issu a n ce in a cco rd a n ce w ith th e
ab ove plan.

POTLATCH CORPORATION (DEC)
1987

1988
($000)
Stockholders’ equity (Note 8):
Preferred stock, $3.75 Series B convertible
exchangeable, without par value
Authorized 4,000,000 shares, issued and
outstanding 999,996 shares.................
Common stock, S1 par value
Authorized 40,000,000 shares, issued
30,812,380 shares...............................
Additional paid-in capital...............................
Retained earnings..........................................
Common shares in treasury 3,904,399
(3,958,769 in 1987)..................................
Total stockholders’ equity..................................

$ 50,000

$ 50,000

30,812
73,623
650,974

30,812
73,847
567,900

(83,368)

(84,525)

722,041

638,034

N O TES TO F IN A N C IA L STA TEM EN TS
Stockholders’ Equity
T he p re fe rre d s to ck, w h ic h h a s a liq u id a tio n v a lu e o f $50
p e r sh a re , is c o n v e rtib le a t th e o p tio n o f th e h o ld e r a t a n y tim e ,
un less p re v io u s ly re d e e m e d , in to com m o n s to c k o f th e com 
pa n y a t th e ra te o f 1 .8 868 s h a re s o f com m o n s to c k fo r each
sh a re o f p re fe rre d s to c k , o r a c o n v e rs io n p ric e o f $ 2 6 .5 0 p e r
sh a re o f com m o n s to c k . O n a n y d iv id e n d d a te b e g in n in g A p ril
15, 1989, th e p re fe rre d s to c k is a ls o e xch a n g e a b le a t th e
o p tio n o f th e co m p a n y, in w h o le b u t n o t in p a rt, fo r 7 .5 p e rce n t
c o n v e rtib le s u b o rd in a te d d e b e n tu re s . T h e d e b e n tu re s , if
issu ed, w ill be c o n v e rtib le in to com m o n s to c k o f th e co m p an y
a t th e c o n v e rs io n p ric e in e ffe c t fo r th e p re fe rre d sto ck. T he
p re fe rre d s to c k m ay n o t be red e e m e d p rio r to A p ril 1 5 , 1989.
O n o r a fte r su ch d a te , it w ill be re d e e m a b le a t th e o p tio n o f th e
com p an y, in w h o le o r in p a rt, a t re d e m p tio n p ric e s d e c lin in g to
$5 0 p e r sh a re o n A p ril 15, 1996, p lu s a ccru e d and un pa id
d ivid e n d s. D ivid e n d s on th e p re fe rre d s to c k a re p a id q u a rte rly .
In g e n e ra l, a ll h o ld e rs o f P o tla tch com m o n s to c k a s o f
D e cem b er 1 2 , 1985, an d s to c k h o ld e rs a fte r th a t d a te w h o ow n
sh a re s 4 8 c o n s e c u tiv e m o n th s o r lo n g e r (“ lo n g -te rm h o ld e rs ’’)
a re e n title d to e x e rc is e fo u r v o te s p e r s h a re o f s to c k so he ld,
w h ile s to c k h o ld e rs w h o a re n o t lo n g -te rm h o ld e rs a re e n title d
to on e v o te p e r sh a re . A ll s to c k h o ld e rs a re e n title d to o n ly one
vo te p e r s h a re o n m a tte rs a ris in g u n d e r c e rta in p ro v is io n s o f
th e co m p a n y’s c h a rte r.
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Fair Value

redemption value over the carrying value is being accreted by
periodic charges to retained earnings over the life of the issue.

TESORO PETROLEUM CORPORATION (SEP)

During May 1988, the Company’s Board of Directors sus
pended the payment of dividends on the outstanding cumula
tive preferred stocks to conserve cash. As of September 30,
1988, preferred dividends in arrears amounted to $3,162,000,
or $1.10 per share, on the $2.20 Cumulative Convertible
Preferred Stock. For information regarding restrictions on di
vidend payments, see Notes G and H.

1988

1987

($ 000)

S2.20 Redeemable Cumulative Convertible Pre
ferred Stock; $1 stated value; 2,875,000
shares issued and outstanding; redemption
and liquidation value of $61,453 ($58,291 in
1987) (Note J ) .........................................................
Common Stock and Other Stockholders’ Equity
(Notes G, H and K):
Preferred stock, no par value; authorized
5 ,000,000 shares including redeemable
preferred shares:
$2.16 cumulative convertible preferred
stock; $1 stated value; 1,322,376
shares issued and outstanding
(1,322,776 in 1987); liquidation prefer
ence of $34,726 ($33,308 in 1 9 8 7 )......
Common stock, par value $.1 6 ⅔ ; authorized
5 0 ,0 0 0 ,000 shares; 14,010,553 shares
issued and outstanding (13,809,361 in
1 9 8 7 )...................................................................
Additional paid-in capital ......................................
Retained earnings..................................................
Less deferred compensation................................

$ 57,328

$ 57,296

Note K (In Part): Common Stock and Other Stockholders’
Equity
Preferred Stock

1,322

1,323

2,335
86,207
75,269

2,302
85,550
98,457

165,133
560

187,632
908

164,573

186,724

Note J—Redeemable Preferred Stock (Mandatory)
In March 1983, the Company sold 2,875,000 shares of a
series of redeemable preferred stock at $20 per share. The
stock is held by two life insurance companies which are sub
sidiaries of Metropolitan Life Insurance Company. Subject to
certain conditions, the life insurance companies have agreed
that for a period of up to ten years they will not purchase more
than 30% of the Company’s voting shares without the consent
of the Company’s Board of Directors. Also, consistent with the
size of the investment in the Company, the Company has
agreed that the life insurance companies will be entitled to two
seats on the Company’s Board of Directors. At September 30,
1988 and 1987, the life insurance companies owned approx
imately 38% of the Company’s voting shares made up of
redeemable preferred stock and common stock holdings.
The class of stock, of which there were 2,875,000 shares
authorized, issued and outstanding at September 30, 1988
and 1987, has been designated the $2.20 Cumulative Con
vertible Preferred Stock. This series has one vote per share, is
convertible into .8696 shares of common stock for each share
of preferred stock, has a stated value of $1 per share and a
liquidation price and a mandatory redemption price of $20 per
share and is redeemable at the option of the Company at $21
per share, declining $.20 annually to $20 per share plus in
each case accrued dividends. Beginning February 1 5 , 1994,
and each year following as long as shares are outstanding, the
Company is required to set aside an amount sufficient to effect
the mandatory redemption of the shares outstanding at the
rate of 6⅔ % per year.
The redeemable preferred stock was recorded at fair value
on the date of issuance less issue costs. The excess of the

The Company has designated a class of preferred stock, of
which there were 1,322,376 and 1,322,776 shares outstand
ing at Septem ber 30, 1988 and 1987, respectively, and
200,000 shares reserved for the granting of options under a
stock option plan of the Company. This class, designated the
$2.16 Cumulative Convertible Preferred Stock, has voting
rights, is convertible into common stock at the rate of 1.7241
shares of common stock for each share of preferred stock, has
a stated value of $1 per share and a liquidation value of $25
per share, and is repurchasable at the option of the Company
at liquidation value plus accrued dividends.

ADDITIONAL PAID-IN CAPITAL
Table 2-35 summarizes captions used to describe addition
al paid-in capital and indicates a continuing gradual decline in
the use of the term surplus to describe additional paid-in
capital. This trend is in accord with a recommendation ex
pressed by the AlCPA’s Committee on Terminology, a prede
cessor of the Accounting Principles Board, that use of the term
surplus, either alone or combined, be discontinued in the
balance sheet presentation of stockholders’ equity.
Examples of descriptive captions used for additional paid-in
capital are shown in this section in connection with discus
sions of the other components of stockholders’ equity.

TABLE 2-35: ADDITIONAL PAID-IN CAPITALCAPTION TITLE

A dditional p aid -in c a p ita l.......

Capital in excess of par or
stated value...........................
Capital su rp lus ......................
A dditional capital, or other
cap ital...............................
P aid-in capital or other p a id in c a p ita l..........................
Pai d -in s u rp lu s .....................
Other captions...........................

1988

1987

1986

1985

230

227

214

210

147
38

160
42

157
47

161
45

41

39

41

42

44
6
18
524

39
5
19
531

41
8
18
526

38
9
18
523

No additional paid-in capital
account..................................

76

69

74

77

Total Companies.............

600

600

600

600
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RETAINED EARNINGS

TABLE 2-36: RETAINED EARNINGS—CAPTION
TITLE

Accounting Terminology Bulletin No. 1 recom m ends:
T he te rm earn ed surplus be re p la ce d by te rm s w h ich
w ill in d ic a te so u rce , su ch as retained incom e, retained
earnings, accum ulated earnings, o r earnings retained
for use in the business. In th e ca se o f a d e fic it, th e am ount
sh o u ld be sho w n a s a d e d u c tio n fro m c o n trib u te d c a p ita l
w ith a p p ro p ria te d e s c rip tio n .
T a b le 2 -3 6 in d ic a te s th a t m o st o f th e s u rv e y co m p a n ie s use
th e te rm retained earnings.
E xam p les o f d e s c rip tiv e ca p tio n s used fo r re ta in e d e a rn in g s
are sho w n b e lo w an d in c o n n e ctio n w ith d is c u s s io n s o f th e
o th e r co m p o n e n ts o f s to c k h o ld e rs ’ e q u ity in th is se ctio n .

1988

1987

1986

1985

Retained Earnings .................
Retained earnings with addi

469

464

470

476

tional w ords.....................

14

17

20

19

Income with additional words
Earned S urplus .....................
Retained Earnings (Deficit) ...
Accumulated D eficit..............

43
14
2
36
22

45
14
1
31
28

50
12
2
24
22

44
19
3
19
20

Total Companies.............

600

600

600

600

Earnings with additional

words...............................

ARMCO INC. (DEC)
1988

1987

($ millions)
Shareholders’ equity
Preferred stock
Class A— authorized 8,399,068 shares of no par
value, issuable in series.
Series issued: $2.10 cumulative convertible
(involuntary liquidation value $25.5 in 1988
and 1987)...................................................
Class B— authorized 5,000,000 shares of $1 par
value, issuable in series.
Series issued: $4.50 cumulative convertible
(involuntary liquidation value $50.0 in 1988
and 1987)...................................................
Common stock par value $1 per share authorized
150,000,000 shares; issued and outstanding
87,759,443 for 1988 and 86,960,819 for 1987..
Additional paid-in capital..........................................
Retained deficit........................................................
Net foreign currency translation adjustment............
Net unrealized losses on marketable equity securi
ties of AFSG companies to be sold.....................
Total shareholders’ equity..........................

U n d istrib u te d e a rn in g s o f a s s o c ia te d co m p a n ie s in clu d e d in
d e fic it re ta in e d in th e b u sin e ss a t D e cem b er 31 , 1988, is
im m a te ria l. A rm co ’s u n c o n s o lid a te d in su ra n ce s u b s id ia rie s
a re u n ab le to p a y d iv id e n d s to A rm co.
$

7.2

$

7.2

BROWN & SHARPE MANUFACTURING COMPANY
(DEC)
48.3

48.3

1988

1987

($ 000)

87.8
770.7
(3.4)
(19.4)
(0.8)
890.4

87.0
763.2
(140.7)
(22.9)
(3.5)
738.6

N O TES TO F IN A N C IA L STATEM ENTS
Note 6 (In Part): Shareholders’ Equity
R e ta ine d D e fic it
U n de r th e te rm s o f th e C re d it A g re e m e n t (N o te 4 ), cash
d ivid e n d s on com m on s to c k can be pa id in an am o un t up to
30% o f a ve ra g e q u a rte rly n e t in com e fo r th e im m e d ia te ly
p re ce d in g fis c a l y e a r. In a d d itio n , u n d e r th e te rm s o f th e
in d e n tu re re la tin g to A rm c o ’s 13.5% S e n io r N o te s D ue 1994
issu ed in Ju n e , 1987, A rm c o ’s a b ility to d e c la re o r p a y d iv i
d e nd s o r m ake d is trib u tio n s on its com m on s to c k (o th e r th a n in
sh a re s o f com m on s to c k o r rig h ts o r w a rra n ts to pu rcha se
com m on s to ck) o r p u rch a se o r redeem o r o th e rw is e a cq u ire o r
re tire its c a p ita l s to c k is lim ite d p rim a rily to th e lo w e r o f 50% o f
c o n so lid a te d n e t in co m e a fte r J a n u a ry 1 , 1987 o r co n so lid a te d
n e t Incom e d u rin g th e p a s t tw e lv e m on th s, le ss a n y p re vio u s
d ivid e n d s, d is trib u tio n s o r p u rch a se s m ade. T h e p a ym en t o f
p re fe rre d s to c k d iv id e n d s is p ro h ib ite d o n ly if A rm co is in
d e fa u lt o f th e C re d it A g re e m e n t.
T he B oard o f D ire c to rs a t its Ja n u a ry , 1989, m ee ting d e 
cla re d th e re g u la r q u a rte rly d iv id e n d p a ya b le on A rm co ’s
C Iass A and C la ss B p re fe rre d sto c k .

Shareowners’ Equity:
Preferred stock, no par value; authorized
1,000,000 shares......................................
$
—
$
—
Common stock:
Class A, par value $1; authorized
15,000,000 shares; issued 4,156,742
3,796
and 3,795,686 shares...............................
4,157
Class B, par value $1; authorized
2,000,000 shares; issued and out
standing 806,254 shares......................
806
Additional paid in capital...................................
47,415 48,497
31,581
Earnings employed in the business..............
33,511
ESOP loan.....................................................
—
(4,500)
Cumulative foreign currency translation
adjustment.....................................................
7,685 15,357
Treasury stock; 418,850 shares in 1988 and
301,628 shares in 1987 at cost...................
(7,781) (6,259)
Total shareowners’ equity..................................

88,472

85,793

GENESCO INC. (JAN)
1989

1988

($000)
Common shareholders’ equity:
Par value of issued shares....................... ...
Additional paid-in capital..........................
Retained earnings (deficit).......................
Treasury shares, at cost..........................

$ 21,212
91,007
8,179
(18,367)

$15,677
65,673
(6,828)
(18,367)

Total common shareholders’ equity.........

102,031

56,155
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GEO. A. HORMEL & COMPANY (OCT)
1987

1988
($000)
Stockholders’ Investment
Common Stock, par value $.2344 a
share— authorized: 100,000,000 shares;
issued 38,426,064 shares......................
Additional paid-in capital.............................
Shares held in treasury..............................
Earnings reinvested in business.................

C h a p te r 13 B o f A R B No. 43, S e c tio n C 4 7 o f FA SB Account
ing Standards— Current Text, d is c u s s e s s to c k o p tio n and
sto c k p u rch a se p la n s an d s ta te s in p a ra g ra p h 15:

$ 9,007
2,922
(1.196)

9,007
2,956
(2,027)

$

9,936
408,780

10,733
362,387

418,716

373,120

THE LAMSON & SESSIONS CO. (DEC)
1987

1988
($000)
Shareholders’ Equity
Capital stock:
5% cumulative convertible preferred stock,
Series A, authorized 1,200,000 shares; out
standing— 199,074 shares in 1988 and
544,400 shares in 1987..................................
$2.0625 cumulative convertible exchangeable
preference stock, Series I, authorized
3,000,000 shares; outstanding 331,420
shares in 1988 and 1,049,500 shares in 1987
Cumulative redeemable reference stock, Series
II, authorized 200,000 shares; outstanding—
none................................................................
Common shares, without par value, with stated
value of $.10 per share, authorized
20,000,000 shares; outstanding— 10,951,695
shares in 1988 and 6,343,537 shares in 1987
Other capital............................................................
Earnings (deficit) employed in the business............
Foreign currency translation adjustment..................

A P B Opinion No. 25, issu e d in O c to b e r 1972 and a p p lyin g
“ to a ll s to c k o p tio n , p u rc h a s e , a w a rd , a n d b o n u s rig h ts
g ra n te d b y an e m p lo y e r c o rp o ra tio n to an in d iv id u a l e m p loye e
a fte r D e cem b er 31 , 1 9 7 2 ," re a ffirm s th e d is c lo s u re re q u ire 
m ents o f p a ra g ra p h 15.

$ 5,444

8,285

26,238

F ive h u n d re d fo rty -fiv e c o m p a n ie s d is c lo s e th e e x is te n c e o f
s to c k o p tio n p la n s. E xa m p le s o f s to c k o p tio n and s to c k p u r
cha se p la n s fo llo w .

0

0

$ 1,991

634
1,095
61,139 38,741
9,715 (16,738)
1,349
1,969
56,288

SUNRISE MEDICAL INC. (JUN)
1988

1987

($000)

Total stockholders’ equity...............................

In c o n n e c tio n w ith fin a n c ia l s ta te m e n ts , d is c lo s u re
sh o u ld be m ad e a s to th e s ta tu s o f th e o p tio n o r p lan a t th e
end o f th e p e rio d o f re p o rt, in c lu d in g th e nu m be r o f sh a re s
u n d e r o p tio n , th e o p tio n p ric e , and th e n u m b e r o f sh a re s
as to w h ich o p tio n s w e re e x e rc is a b le . A s to o p tio n s e x e r
c ise d d u rin g th e p e rio d , d is c lo s u re sh o u ld be m ade o f th e
nu m be r o f s h a re s in v o lv e d and th e o p tio n p ric e th e re o f.

R e ce n tly, it h a s b e com e com m o n fo r co m p a n ie s to e ith e r
g ra n t s to c k o p tio n s in ta n d e m w ith s to c k a p p re c ia tio n rig h ts o r
to c o n v e rt s to c k o p tio n s in to in c e n tiv e s to c k o p tio n s . FA SB
Interpretation No. 2 8 d is c u s s e s s to c k a p p re c ia tio n rig h ts w h ile
FA SB Technical Bulletin 8 2 -2 d is c u s s e s th e co n v e rs io n o f
sto c k o p tio n s in to in c e n tiv e s to c k o p tio n s .

83,574

Stockholders’ equity:
Preferred stock, $1 par. Authorized 5,000
shares: none issued...................................
Common stock, $1 par. Authorized 10,000
shares; 4,429 and 4,423 shares, respec
tively, issued and outstanding....................
Additional paid-in capital.................................
Retained earnings (deficit)..............................
Cumulative foreign currency translation
adjustment..................................................

STOCK OPTION AND STOCK PURCHASE
PLANS

STOCK OPTION PLANS
CROWN CORK & SEAL COMPANY, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
K. Stock Options
In a cco rd a n ce w ith th e In c e n tiv e S to ck O p tio n P lan ad op te d
in D e cem b er 1983, o p tio n s to p u rch a se 2 ,4 0 0 ,0 0 0 C om m on
S ha res ca n b e g ra n te d to o ffic e rs an d ke y e m p lo ye e s. O p tio n s
w e re g ra n te d a t m a rke t v a lu e o n th e d a te o f g ra n t and are
e x e rc is a b le b e g in n in g o n e y e a r fro m d a te o f g ra n t and te rm i
na te up to te n y e a rs fro m d a te o f g ra n t.
T ra n s a c tio n s fo r 1 9 8 8 , 19 87 and 1986 a re as fo llo w s :

S

—

S

—
1988

4,429
22,025
(2,069)

4,423
21,965
5,631

1987

1986

Options outstanding January 1
1,195,467 1,589,520 1,848,675
Granted.............................................
392,000
59,700
47,250
Exercised..........................................
(630,006) (385,878) (263,280)
Cancelled...........................................
(29,625) (67,875)
(43,125)

630

350

Options outstanding at December
31..............................................

25,015

32,369

Option price range at December 31

Options exercisable at December
31...........................................
Options available for grant at De
cember 3 1 ...............................

927,836
$12.00
to
$42.25

1,195,467
$12.00
to
$36.34

1,589,520
$12.00
to
$27.13

174,858

223,440

420,870

0

381,750

373,575
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in a cco rd a n ce w ith th e N o n -Q u a lifie d S to c k O p tio n P lan fo r
s e n io r e xe c u tiv e s , a d o p te d in J u ly 1984, o p tio n s to pu rcha se
6 6 0 ,0 0 0 C o m m o n S h a re s c a n b e g ra n te d . O p tio n s a re
g ra n te d a t m a rke t v a lu e o n th e d a te o f g ra n t an d a re e x e rc is 
a b le b e g in n in g tw o y e a rs fro m d a te o f g ra n t an d te rm in a te fiv e
ye a rs fro m d a te o f g ra n t.
T ra n s a c tio n s fo r 1 9 8 8 , 1987 an d 1986 a re a s fo llo w s :
1988

1987

Options outstanding January 1 .....
Granted..........................................
Exercised.......................................
Cancelled.......................................

457,500
30,000
(227,667)
0

521,250

Options outstanding at December
31..............................................

259,833

457,500

521,250

$12.17
to
$42.75

$12.17
to
$32.42

$12.17

64,833

153,750

78,750

71,250

101,250

101,250

Option price range at December 31

Options exercisable at December
31..............................................
Options available for grant at De
cember 31 .................................

0
(63,750)

0

1986
555,000
15,000
(37,500)
(11,250)

to
$32.42

DOVER CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
9.
Stock Option a n d Perform ance Incentive Program (ad 
justed for 2 for 1 stock split):
O n A p ril 3 0 , 1 9 7 4 , th e s to c k h o ld e rs a p p ro v e d a n o n 
q u a lifie d s to c k o p tio n p lan an d p e rfo rm a n ce in c e n tiv e p ro 
gram , p u rs u a n t to w h ich a m axim um a g g re g a te o f 4 ,8 0 0 ,0 0 0
sh a re s had be en re se rve d fo r g ra n t to ke y p e rso n n e l. O n
Ja n u a ry 2 4 , 1982, th e p la n w a s a m e nd ed so a s to be com e an
in c e n tiv e s to c k o p tio n p lan as w e ll as a p e rfo rm a n ce in c e n tiv e
pro gra m . T h is p la n e x p ire d b y its te rm s on F e b ru a ry 1 5 , 1984,
bu t c e rta in p re v io u s g ra n ts rem a in o u ts ta n d in g a t D e cem ber
31, 1988.
O n A p ril 2 4 , 1984, th e s to c k h o ld e rs a p p ro ve d a n in ce n tive
sto c k o p tio n p la n an d ca sh p e rfo rm a n ce pro gra m u n d e r w h ich
a m axim um a g g re g a te o f 4 ,8 0 0 ,0 0 0 sh a re s has been re
se rve d fo r g ra n t to ke y p e rso n n e l u n til J a n u a ry 3 0 , 1994. A t
D e cem b er 3 1 , 1988, th e re w e re 3 ,9 8 9 ,1 8 6 s h a re s a v a ila b le
fo r fu tu re g ra n t u n d e r th is new s to c k o p tio n pro gra m .

T ra n s a c tio n s in s to c k o p tio n s u n d e r th e s e p la n s a re
sum m a rized a s fo llo w s :
Shares
Under Option

Price Range

Outstanding at Jan. 1 , 1986................
Granted...............................................
Exercised............................................
Cancelled............................................

809,800
207,280
(116,114)
(28,556)

$ 4.91-$18.75
$19.63
$ 4.91-$15.00
$10.09-$19.63

Outstanding at Dec. 3 1 , 1986.............

872,410

$ 4.91-$19.63

Exercisable at Dec. 3 1 , 1986 through
January 1 9 , 1993...........................

376,020

$ 4.91-$15.00

Outstanding at Jan. 1 , 1987................
Granted...............................................
Exercised............................................
Cancelled............................................

872,410
180,020
(160,260)
(47,030)

$ 4.91-$ 19.63
$27.07
$ 4.91-$17.00
$14.00-$27.07

Outstanding at Dec. 3 1 , 1987.............

845,140

$ 4.91-$27.07

Exercisable at Dec. 3 1 , 1987 through
January 3 1 , 1994............................

336,240

$ 4.91-$ 17.00

Outstanding at Jan. 1 , 1988................
Granted...............................................
Exercised............................................
Cancelled............................................

845,140
196,000
(111,048)
(22,260)

$ 4.91-$27.07
$31.25
$ 4.91-$18.75
$14.00-$31.25

Outstanding at Dec. 3 1 , 1988.............

907,832

$ 5.83-$31.25

Exercisable at Dec. 3 1 , 1988 through:
January 3 1 , 1989 ...............................
January 31, 1990 ...............................
December 31, 1990.............................
January 2 7 , 1992 ...............................
January 19, 1993 ...............................
January 3 1 , 1994 ...............................
January 2 0 , 1995 ...............................

3,280
13,560
25,320
45,052
58,670
90,290
128,180

$ 5.83
$10.09
$14.28
$14.00
$15.00
$17.00
$18.75

364,352

THE DURIRON COMPANY, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
MENTS
13. Stock Options

U n de r b o th p la n s th e o p tio n p ric e m ay n o t be le ss th a n th e
fa ir m a rke t v a lu e o f th e s to c k a t th e tim e th e o p tio n s a re
g ra n te d . T h e p e rio d d u rin g w h ich th e s e o p tio n s a re e x e rc is 
ab le is fix e d b y th e C o m p a n y’s E xe cu tive C o m m itte e a t th e
tim e o f g ra n t b u t is n o t to e xce e d te n y e a rs w ith re s p e c t to th e
1974 p la n and te n y e a rs p lu s o n e m on th w ith re sp e ct to
n o n q u a lifie d o p tio n s u n d e r th e 1984 p la n .

in O c to b e r 1981, th e B o a rd o f D ire c to rs o f th e C o m pa ny
a m e n d e d th e 1979 S to c k O p tio n P lan to e n a b le o p tio n s
g ra n te d u n d e r th e P lan to q u a lify a s in c e n tiv e s to c k o p tio n s
u n d e r th e p ro v is io n s o f th e E con om ic R e co ve ry T a x A c t o f
1981. T h e P lan w a s a p p ro ve d b y s h a re h o ld e rs o n A p ril 25,
1979 a n d e x p ire s o n A p ril 25 , 1989. O p tio n s ha ve been
g ra n te d to o ffic e rs an d k e y e m p lo ye e s to p u rch a se s h a re s o f
th e C o m pa ny’s com m o n s to c k a t a p ric e n o t le ss th a n th e fa ir
m a rke t v a lu e a t th e d a te o f g ra n t. G e n e ra lly , th e s e o p tio n s
be com e e x e rc is a b le o v e r sta g g e re d p e rio d s b u t m ay n o t be
e xe rcise d a fte r te n y e a rs a fte r th e d a te o f g ra n t.

O n A p ril 2 8 , 1987, th e s to c k h o ld e rs a p p ro ve d an am end
m en t to p e rm it th e g ra n t o r e x e rc is e o f n o n q u a lifie d sto c k
o p tio n s u n d e r e a c h o f th e s e p la n s . T o c o m p e n sa te a n y
o p tio n e e w h o a g re e s to am e nd h is o p tio n fo r F e d e ra l in com e
ta x in c u rre d upon th e e x e rc is e o f th e am e nd ed o p tio n , th e
s to c k h o ld e rs a ls o a p p ro ve d a ca sh b o n u s c o v e rin g a p o rtio n
o f th e o p tio n h o ld e r’s a ssu m ed ta x lia b ility . A n o n q u a lifie d
e x e rcise re d u ce s th e C o m p a n y’s a fte r-ta x c o s t o f th e p ro g 
ram . D u rin g 1988, ca sh b o n u se s in c o n n e ctio n w ith no n
q u a lifie d e x e rc is e s a g g re g a te d $ 4 9 6 ,0 0 0 ($ 1 ,0 2 2 ,0 0 0 in
1987).

T he P lan a u th o riz e d th e g ra n t o f o p tio n s to p u rch a se up to
3 3 7 ,5 0 0 s h a re s o f th e C o m p a n y’s com m o n s to ck. A n y o p tio n ,
o r an y p o rtio n th e re o f, g ra n te d u n d e r th e P lan m ay in c lu d e a
sto c k a p p re c ia tio n rig h t. A s to c k a p p re c ia tio n rig h t w ill p e rm it
th e o p tio n e e to e le c t to s u rre n d e r h is o p tio n , o r a n y p o rtio n
th e re o f, w h ich is th e n e x e rc is a b le a n d re c e iv e , in e xch a n g e
th e re fo re , ca sh in an a m o u n t eq u a l to th e e xce ss o f th e fa ir
m arke t v a lu e o f th e com m o n s to c k a t th e d a te th e rig h t is
e xe rcise d o v e r th e o p tio n p ric e o f th e o p tio n su rre n d e re d .
E xpe nse (in co m e ) is re c o rd e d to re fle c t m a rke t v a lu e flu c tu a 
tio n s re la te d to a ll o u ts ta n d in g s to c k a p p re c ia tio n rig h ts and
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am o un te d to $ 6 9 9 ,0 0 0 , $ 1 4 4 ,0 0 0 an d $ (2 4 ,0 0 0 ) in 1 9 8 8 , 1987
and 1986, re s p e c tiv e ly . A s to c k a p p re c ia tio n rig h t m ay be
g ra n te d c o n c u rre n tly w ith th e g ra n t o f an o p tio n o r a t a n y tim e
b y a m e n d m e n t o f a n o u ts ta n d in g o p tio n . C e rta in o p tio n s
g ra n te d b y th e C o m pa ny in 1988 (8 ,5 5 0 ), 1987 (1 5 ,7 5 0 ) and
1986 (1 1 ,8 0 0 ) in c lu d e re la te d s to c k a p p re c ia tio n rig h ts.
In fo rm a tio n w ith re s p e c t to th e P la n fo llo w s :

Shares
Outstanding at December 3 1 , 1985 (162,062
shares exercisable)....................................
Options granted..........................................
Options exercised.......................................
Options cancelled.......................................

option price
per share

247,712
23,700
(7,606)
(5,150)

$11.75
12.13

12.02
12.04

Outstanding at December 3 1 , 1986 (221,581
shares exercisable)....................................
Options granted..........................................
Options exercised.......................................
Options surrendered...................................
Options cancelled.......................................

258,656
35,550
(26,395)
(17,640)
(3,875)

11.77
15.94
12.06
11.42
12.54

Outstanding at December 3 1 , 1987 (199,796
shares exercisable)....................................
Options granted..........................................
Options exercised.......................................
Options surrendered...................................
Options cancelled.......................................

246,296
38,000
(73,037)
(39,085)
(1,575)

12.35
22.81
11.78
12.34
14.88

Outstanding at December 3 1 , 1988 (115,649
shares exercisable)....................................

170,599

$14.91

D u ring 1988, o p tio n s fo r 2 7 ,2 0 0 s h a re s be cam e e xe rcisa b le
a t an a ve ra g e p ric e o f $ 1 4 .5 0 p e r s h a re , and 3 9 ,0 8 5 o p tio n s
w e re su rre n d e re d upon e x e rc is e o f s to c k a p p re cia tio n rig h ts.

KEVLIN MICROWAVE CORPORATION (MAY)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
4. Stock Options an d Warrants
T he C om pa ny ha s re se rve d 7 7 1 ,0 0 0 sh a re s o f com m on
sto c k fo r issu a n ce u n d e r a s to c k o p tio n p la n e sta b lish e d in
1981 and am ended in 1982 an d 1987. U n de r th e am ended
plan, o p tio n s a re g ra n te d a t p ric e s d e te rm in e d b y th e In ce n tive
C o m pe nsatio n C o m m itte e o f th e B oa rd o f D ire c to rs . T he o p 
tio n s g ra n te d m ay q u a lify a s in c e n tiv e s to c k o p tio n s and are
e xe rc is a b le o v e r a p e rio d o f te n ye a rs. T he plan p ro vid e s fo r
th e o p tio n p ric e to be p a id in s h a re s o f th e C o m pa ny’s com 
m on s to c k ow ne d b y th e o p tio n h o ld e r, cash , o r in a co m b in a 
tio n o f such sh a re s and ca sh .
T he C om pany has g ra n te d n o n -q u a lifie d o p tio n s fo r sha res
o f com m on s to c k to c e rta in d ire c to rs and a fo rm e r d ire c to r o f
th e C om pany. T h e o p tio n s a re e x e rc is a b le im m e d ia te ly fo r u p
to te n y e a rs a fte r th e d a te o f g ra n t. T he o p tio n p rice m ay be
pa id in cash o r s e c u ritie s .
D u ring fis c a l 1984, w a rra n ts to p u rch a se 2 8 ,0 0 0 sh a re s o f
com m on s to c k a t $ 6 .6 0 p e r s h a re w e re issu e d . T he w a rra n ts
are e x e rc is a b le u n til O c to b e r 1988. A s o f M ay 31, 1988, no
w a rra n ts ha ve be e n e xe rcise d .

A sum m a ry o f c e rta in s to c k o p tio n in fo rm a tio n fo llo w s :

Number of
Shares
Incentive Stock Options
Outstanding at May 3 1 , 1987...........................
Granted........................................................
Exercised.....................................................
Forfeited/Cancelle d ....................................... .

Weighted
Average
Price

225,000
246,500
(57,500)
(113,500)

$2.71
2.44
.69
4.41

Outstanding at May 31, 1988...........................

300,500

$2.21

Exercisable at May 3 1 , 1988.............................

165,500

$2.15

Total Reserved
Available for grant at May 31, 1988 ............

176,000

Available for grant at May 3 1 , 1987 ............

159,000

Non-Qualified Options
Outstanding at May 31, 1987...........................
Granted........................................................
Cancelled.....................................................

75,000
40,000

0

0

Outstanding and Exercisable at May 31, 1988..

115,000

$2.58

$2.76
2.25

GENERAL MILLS, INC. (MAY)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note Nine: Stock Options
T he fo llo w in g ta b le c o n ta in s in fo rm a tio n on s to c k o p tio n s :

Shares

Average Option
Price Per Share

Granted:
1988......................................... ..........
1987......................................... ..........
1986......................................... ..........

778,872
869,400
447,900

$51.76
44.11
29.73

Exercised:
1988......................................... ..........
1987......................................... ..........
1986......................................... ..........

715,392
526,420
707,598

$19.47
19.48
17.83

Expired:
1988......................................... ..........
1987......................................... ..........
1986......................................... ..........

155,234
59,929
145,888

$27.40
26.42
21.73

Outstanding at year-end:
1988......................................... ..........
1987......................................... ..........
1986......................................... ..........

3,618,953
3,710,707
3,427,656

$32.77
25.99
20.40

Exercisable at year-end:
1988......................................... ..........
1987......................................... ..........
1986......................................... ..........

2,340,327
2,283,259
2,331,756

$24.84
19.33
18.29

O p tio n s fo r a to ta l o f 1 ,5 5 7 ,2 2 0 sh a re s a re a v a ila b le fo r
g ra n t to o ffic e rs and ke y e m p lo ye e s u n d e r o u r 1984 sto c k
o p tio n p la n , u n d e r w h ic h g ra n ts m ay b e m ade u n til S ep tem be r
3 0 , 1988. T h e o p tio n s m ay be g ra n te d s u b je c t to a p p ro va l o f
th e C o m p e n sa tio n C o m m itte e o f th e B oa rd o f D ire cto rs a t a
p rice n o t le s s th a n 100% o f th e fa ir m a rke t v a lu e on th e d a te
th e o p tio n is g ra n te d . O p tio n s now o u ts ta n d in g in c lu d e som e
g ra n te d u n d e r th e 1975 and 1980 o p tio n p la n s, u n d e r w h ich
no fu rth e r o p tio n s m ay b e g ra n te d . A ll o p tio n s e x p ire w ith in 10
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years plus one month afte r the d ate of grant. T he plans provide
for full vesting of benefits, except in lim ited circum stances, in
the event there is a change of control.
The 1980 and 1984 plans perm it the granting of perform 
ance units corresponding to stock options granted. T he value
of perform ance units w ill be determ ined by return on equity
and growth in earnings per share m easured against preset
goals over th ree-year perform ance periods. For seven years
after a perform ance period, holders m ay elect to receive the
value of perform ance units (with interest) as an alternative to
exercising corresponding stock options. On M ay 29, 1988,
there w ere 1 ,9 2 3 ,0 6 8 outstanding options with corresponding
perform ance units or perform ance unit accounts.
The 1984 plan provides for granting of incentive stock op
tions as w ell as non-qualified options. No incentive stock
options have yet been granted.

ATLANTIC RICHFIELD COMPANY (DEC)

MEDTRONIC, INC. (APR)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 7— Stock Purchase, Option, a n d A w ard Plans
The com pany has a stock puchase plan, nonqualified and
incentive stock option plans, and a restricted and perform ance
share aw ard plan. Issuance of the aggregate outstanding
grants available under th ese plans would not have a m aterial
dilutive effect on reported earnings per share.
Stock Purchase Plan
The stock purchase plan enables em ployees to contribute
up to 10 percent of their w ages toward purchase of the com 
pany’s com m on stock at 8 5 percent of the m arket value.
Em ployees purchased 3 7 ,8 7 0 shares at $ 6 4 .4 9 per share in
1988. At April 3 0 , 1988, options w ere outstanding to purchase
approxim ately 5 5 ,0 0 0 shares at a price which will be no higher
than $ 6 4 .4 9 . Such options w ill expire on O ctober 31, 1988.
Stock O ption Plans

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
13. Stock Options
O ptions to purchase shares of the Com pany’s common
stock have been granted to executives and key em ployees.
These options becom e exercisable in varying installm ents
and expire eight to ten years after the d ate of grant. Transac
tions during 1 9 8 8 , 19 87 and 1986 w ere as follows:
Balance, January 1 , 1986....................................................
Granted...............................................................................
Cancelled or expired............................................................
Exercised (average option price per
share: $40.85).

718,811
178,284
(43,862)
(162,447)

Balance, December 3 1 , 1986 .............................................
Granted...............................................................................
Cancelled or expired............................................................
Exercised (average option price per
share: $44.19).

690,786
200,432
(10,800)
(190,299)

Balance, December 3 1 , 1987 .............................................
Granted...............................................................................
Cancelled or expired............................................................
Exercised (average option price per
share: $(49.20).

690,119
539,371
(3,176)
(43,316)

Balance, December 31, 1988 .............................................
At December 3 1 , 1988
Shares exercisable..............................................................
Shares available for option (3,618,515 at December 31,
1987)..............................................................................
Average option price per share:
Shares under option........................................................
Shares exercisable..........................................................

1,182,998
176,227
3,374,308
$72.06
$51.27

Nonqualified and incentive options have been and m ay be
granted to officers and key em ployees at prices not less than
m arket value at d ate of grant. Shares available for future
options are:

Nonqualified.........................................................
Incentive................................................................

April 30,
1988

April 30,
1987

37,502
266,264

135,760
263,389

303,766

399,149

A sum m ary of option transactions for 1988 follows:
Option Price
Range Per
Share

Number of
Shares

Expiration
Date

Nonqualified Options
Outstanding at beginning
of year.....
$26.75-88.50
Granted.........
78.50-98.00
Exercised.......
26.75-85.13
Cancelled.......
26.75-85.13
Outstandingat end of year
26.75-98.00
Exercisable at end of year.
26.75-88.50

194,817
101,780
32,949
3,522
260,126
103,320

1990-1996
1997-1998
1990-1996
1994-1997
1990-1998
1990-1997

Incentive Options
Outstanding at beginning
of year.....
$26.75-80.50
Exercised.......
26.75-48.63
Cancelled.......
26.75-45.88
Outstanding at end of year
26.75-80.50
Exercisable atend of year.
26.75-80.50

159,392
44,382
2,875
112,135
33,540

1987-1991
1987-1990
1988-1990
1988-1991
1988-1991

Nonqualified and incentive options are generally exercis
able beginning one ye ar from the date of grant in cum ulative
yearly am ounts of one-fourth of the shares under option.
Stock A w ard Plan
The restricted stock and perform ance share aw ard plan
provides for issuance of com m on stock to the com pany offic
ers and key em ployees. Aw ards are dependent upon con
tinued em ploym ent and, in the case of perform ance shares,
achievem ent of certain perform ance objectives. In 1988,
8,4 7 5 restricted shares w ere issued and 3 ,6 2 8 perform ance
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shares w ere granted. Total restricted and perform ance shares
outstanding at April 3 0 , 1988 w ere 3 6 ,0 0 0 and 4 5 ,8 0 0 , respec
tively. The actual num ber of shares aw arded m ay vary from
the num ber of perform ance shares granted depending on the
degree to which the perform ance objectives are m et. The
costs of the restricted stock aw arded are expensed over five
years from the d ate of grant ($ 3 8 6 in 1988, $2 9 6 in 1987, and
$228 in 1986). T he costs of the perform ance share aw arded
are expensed over three years from the date of grant ($ 2 ,3 6 4
in 1988, $ 2 ,8 8 8 in 1987, and $7 3 3 in 1 9 8 6 ). There are 7 8 ,259
shares of com m on stock availab le for future grant.

QUAKER STATE CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
9. Stock Options an d Reservations o f Capital Stock:
Under the 1976 and 1986 Stock O ption Plans 84 3 ,3 7 6
shares of capital stock are availab le for grant.
U nder th ese plans options h ave been granted to em ployees
to purchase capital stock at a price not less than 100% of the
m arket value on the d ate of grant. O ptions granted m ay not be
exercised for at least six m onths from the date of grant and
substantially all options must be exercised within ten years of
the date granted.
The Plans also provide for stock appreciation rights (SA R s),
which is an alternate form of settlem ent on an option because
it gives an optionee the right, subject to certain conditions, to
surrender an option or portion of an option and receive cash
and/or shares of capital stock o f the com pany, having a value
equal to the appreciation on such option or portion thereof.
The change in appreciation of the optioned shares most likely
to be surrendered for SAR s results in a charge or credit to
incom e as applicable. In 1988 $ 3 9 0 ,0 0 0 w as charged to op
erations, in 1987, $ 9 5 4 ,0 0 0 w as credited to operations and in
1986 $ 6 3 ,0 0 0 w as charged to operations for the change in
value of SA R s. Inform ation with respect to shares under op
tion during 1988, 1987 and 1986 is sum m arized below:

Outstanding stock options at the be
ginning of the year.......................
Options granted during the year
1988, $20.00, $23.8125 and
$20.375 per share; 1987, $31.125
and $25.6875 per share; 1986,
$26.25, $26.4375 and $27.00 per
share..............................................
Options exercised at $12.60 to
$20.375 ........................................
Options surrendered upon exercise of
SARs..............................................
Options lapsed and cancelled............
Outstanding stock options at end of
year...............................................

1988

1987

1986

525,650

511,598

503,320

106,610

126,680

(3,337)

(11,282)

(16,263)

(75,085)
(30,051)

(66,781)
(14,495)

(97,984)
(4,155)

590,177

525,650

511,598

173,000

O f the options outstanding at the end of 1 9 8 8 ,4 2 7 ,0 2 7 w ere
exercisable at $ 1 4 .8 7 5 to $ 3 1 .1 2 5 per share and 16 3,15 0 will
becom e exercisable on January 28, 1989 at $ 2 0 .375 per
share. At D ecem ber 31, 1988, 1987 and 1986, 1,4 33,55 3,
1 ,5 25,10 9 and 1 ,6 0 0 ,7 5 4 shares of capital stock, respectively,
w ere reserved for options outstanding and for options which
m ay be granted in th e future.

WARNER-LAMBERT COMPANY (DEC)
N O TES TO FIN A N C IA L STA TEM EN TS
Note 10—Stock Options:
W arn er-L am b ert has stock option plans established in
1 9 8 7 , 1983 and 1974 which provide for the granting of options
to officers and key em ployees to purchase stock at its m arket
value on the d ate the options are granted. T h ree million shares
of comm on stock have been reserved for each of the 1987 and
1983 plans for the granting of options until April 2 8 , 1992 and
April 25, 1993, respectively. T here are outstanding options
under the 1974 plan; how ever, no additional options can be
granted under this plan. All plans contain provisions for the
granting of options with rights which perm it the optionee to
exercise the right and receive paym ent in shares of common
stock, cash or a com bination of both, equivalent to the value of
the rights being exercised. T he value of the rights depends
upon the fair m arket value of the com m on stock at the tim e the
rights are exercised. O ptions and rights granted generally
becom e exercisable after one year in 2 5 percent increm ents
per year and expire 10 years from the date of grant. T he value
of rights granted is charged to incom e over the vesting period
from the d ate the m arket price first exceeds the option price
with adjustm ents m ade based on m arket fluctuations to the
date of exercise. At D ecem ber 3 1 , 1988, options outstanding
with respect to 6 2 6 ,6 2 5 shares of com m on stock have rights
attached.
Transactions involving options with and without rights are
sum m arized as follows:
Number of
Shares

Option Price
Per Share

Options outstanding, December 31,
1986 ................................................
2,981,305
$17.31-$56.50
Granted........................................................
697,138 60.13- 76.13
Exercised.....................................................
(236,755) 17.31- 56.50
Cancelled or surrendered............................
(503,460) 17.31- 76.13
Options outstanding, December 31,
1987 ................................................
2,938,228
17.31- 76.13
Granted...................................................
542,215
60.13- 77.56
Exercised....................................................
(185,109) 17.31- 76.13
Cancelled or surrendered............................
(310,313) 18.94- 76.13
Options outstanding, December 31,
1988 ................................................

2,985,021

$17.31-$77.56

Exercisable, December 31, 1988............

953,504

$17.31-$76.13

Shares reserved for future grants:
December 31, 1987...........................
December 31, 1988............................

3,106,343
2,657,689
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STOCK PURCHASE PLANS

KAMAN CORPORATION (DEC)

AMERICAN BUILDING MAINTENANCE
INDUSTRIES, INC. (OCT)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

The Kam an Corporation Em ployees Stock Purchase Plan
allows em ployees to purchase C lass A comm on stock of the
Com pany, through payroll deductions, at 85 % of the average
m arket value of the shares at the tim e of purchase. The
original plan w as extended in 1984 and provides for the grant
ing of rights to e m p lo ye es to p urch ase a m axim um of
1 ,2 00,00 0 shares of C lass A com m on stock of the Com pany
through five consecutive offering periods of one year each,
com m encing on July 1 , 1984. T h ere are no charges or credits
to incom e in connection with the plan. During 1988, 2 1 2 ,8 8 9
shares w ere issued to em ployees at prices ranging from
approxim ately $ 1 1 .0 0 to $ 1 5 .0 0 per share. During 1987,
169,583 shares w ere issued to em ployees at prices ranging
from approxim ately $ 9 .2 5 to $ 1 8 .0 0 per share. During 1986,
140,643 shares w ere issued to em ployees at prices ranging
from approxim ately $ 1 1 .2 5 to $ 1 5 .0 0 per share. At D ecem ber
3 1 , 1988, th ere w ere approxim ately 4 5 0 ,0 0 0 shares available
for offering under the Plan.

Employees Stock Purchase Plan

9 (In Part): Capital Stock
The Com pany has an em ployee stock purchase plan under
which sale of one million shares of its com m on stock has been
authorized. T h e purchase price of the shares under the plan is
the lesser of 85% of the fair m arket value at the com m ence
m ent of each plan year or 85 % of the fair m arket value on the
date of purchase. Em ployees m ay designate up to 10% of
their com pensation for the purchase of stock. During 1988,
1987 and 1 9 8 6 , 10 9 ,0 0 0 , 9 0 ,0 0 0 and 7 6 ,0 0 0 shares of stock
w ere issued under th e plan for an aggregate purchase price of
$ 1 ,9 5 8 ,0 0 0 , $ 1 ,8 4 4 ,0 0 0 , and $ 1 ,5 4 9 ,0 0 0 , respectively. At
O ctober 3 1 , 1 9 8 8 , 6 9 7 ,0 0 0 shares rem ained unissued under
the plan.

DIGITAL EQUIPMENT CORPORATION (JUN)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note I (In Part): Stock Plans
Em ployee Stock Purchase Plans— U nder the Com pany’s
Em ployee Stock Purchase Plans, all United S tates and certain
international em ployees m ay be granted the opportunity to
purchase com m on stock at 85 % of m arket value on the first or
last business day of the six month paym ent period, w hichever
is low er. Com m on stock reserved for future grants aggregated
2 ,0 9 9 ,7 2 7 shares at July 2, 1988 and 3 ,9 3 7 ,9 5 8 shares at
June 27, 1987. T h ere w ere 1,838,231 shares issued at an
average price of $ 9 3 .2 5 per share during the year ended July
2 , 1988 and 1 ,4 2 0 ,6 9 7 shares at $ 8 3 .1 6 per share during the
year ended June 27, 1987. T h ere have been no charges to
incom e in connection with the options other than incidental
expenses related to the issuance of the shares. Federal in
com e tax benefits relating to such options have been credited
to additional paid-in capital.

EG&G, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
10 (In Part): Stockholders’ Equity
T h e Com pany has an Em ployee Stock Purchase Plan
under which there rem ains available for sale to em ployees an
aggregate of 1 ,0 2 2 ,0 0 0 shares of the Com pany’s comm on
stock, out of 3 ,2 5 0 ,0 0 0 shares authorized by the stockholders.
Shares m ay be purchased at the end of a specified period at
the low er of 85% of the m arket value at the beginning or end of
the specified period through accum ulation of payroll deduc
tions of up to 10% of each participating em ployee’s regular
base pay during such specified period. During 1988 and 1987,
the Com pany issued 3 6 8 ,0 0 0 shares and 3 5 1 ,0 0 0 shares,
respectively, under this plan.

HERMAN MILLER, INC. (MAY)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Em ployee Stock Purchase Plan
U nder the term s of th e com pany’s Em ployee Stock Purch
ase Plan, 6 0 0 ,0 0 0 shares o f authorized but unissued com m on
stock w ere reserved. This plan provides th at em ployees m ay
authorize payroll deductions to be m ade for the purpose of
acquiring shares at 8 5 percent o f th e m arket price. At M ay 28,
1988, th ere w ere 3 ,2 9 4 em ployees eligible to participate in the
plan, of which 1,5 4 2 w ere participants. Em ployees purchased
136,043 shares, at prices ranging from $ 1 4 .2 4 to $ 2 2 .8 4 ,
during th e y e a r w ith to ta l re ce ip ts by th e com pany of
$2 ,4 6 0 ,7 6 9 . S ince the beginning of this plan in 1977, em 
ployees h ave purchased a total of 1,070,881 shares at prices
ranging from $ 1 .9 0 to $ 2 2 .8 4 .
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TREASURY STOCK
A P B Opinion No. 6, Section C 2 3 of FA S B Accounting
Standards—Current Text, discusses the balance sheet pre
sentation of treasury stock. As shown in T ab le 2 -3 7 , the preva
lent balance sheet presentation of treasury stock is to show
the cost of treasury stock as a reduction of stockholders
equity.
Exam ples of treasury stock presentations follow.

Cost Of Treasury Stock Shown As Deduction
From Stockholders Equity
AEL INDUSTRIES, INC. (FEB)
1987

1988
($000)
Shareholders’ equity:
Class A common stock (non-voting), $1 par
value; 20,000,000 shares authorized; shares
issued, 1988— 4,429,000; 1987— 4,408,000.
Class B common stock (voting), $1 par value;
600,000 shares authorized; shares issued and
outstanding, 1988— 449,000; 1987— 455,000
Capital in excess of par value..............................
Retained earnings................................................

4,429

TABLE 2-37: TREASURY STOCK— BALANCE
SHEET PRESENTATION

352

356

348

359

21

21

25

32

11

10

9

11

2
3

2
2

4
6

4
7

389

391

392

413

3

3

6

7

2

4
1

5
4

8
5

Total Presentations.........

5

8

15

20

Number of Companies
Disclosing treasury stock.....
Not disclosing treasury stock

387
213

391
209

392
208

414
186

Total Companies ..............

600

600

600

600

Total Presentations.........

4,408

449
2,230
55,027

455
2,086
52,901

62,135

59,850

Less shares of class A common stock in trea
sury, at cost; 1988—907,000; 1987—
486,000..........................................................

8,717

4,174

Total shareholders’ equity...................................

53,418

55,676

ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
1988

1985

1987
Common Stock
Cost of treasury stock shown
as stockholders’ equity
deduction.........................
Par or stated value of treas
ury stock deducted from
issued stock of the same
class................................
Cost of treasury stock de
ducted from stock of the
same class.......................
Cost of treasury stock shown
as noncurrent asset.........
Other....................................

Preferred Stock
Cost of treasury stock shown
as stockholders’ equity
deduction.........................
Par or stated value of treas
ury stock deducted from
issued stock of the same
class................................
Other....................................

—

1987

($ millions)
Shareholders’ equity:
Preferred stock, $3.75 cumulative, no par
value.
Authorized 161,821 shares; issued
161,522 shares (at redemption price of
$102.75 per share)...............................
Class A preferred stock. Authorized 20 million shares................................................
Common stock, $1 par value per share. Au
thorized 200 million shares in 1988 and
90 million shares in 1987; issued
51,878,910 shares...................................
Capital in excess of par value.......................
Retained earnings.........................................
Foreign currency translation..........................
Less treasury stock, at cost:
Preferred stock, $3.75 cumulative; 58,173
shares......................................................
Common stock: 1988— 5,621,579 shares;
1987— 5,632,321 shares..........................
Total shareholders’ equity.............................

AMCAST INDUSTRIAL CORPORATION (AUG)
1988

1987

($000)

$

16.6

$

16.6

51.9
22.1
1,016.5
24.1

51.9
21.1
899.3
31.8

1,131.2

1,020.7

4.7

4.7

104.7

102.2

109.4

106.9

1,021.8

913.8

Shareholders’ Equity
Preferred shares, without par value:
Authorized 1,000,000 shares
Issued— None
Common shares, at stated value:
Authorized 15,000,000 shares
Issued 7,469,880 shares (7,442,203
shares in 1987)....................................
Capital in excess of stated value...................
Retained earnings..........................................
Less cost of 285,178 common shares
(200,029 shares in 1987) in treasury.......

$ 7,470
38,658
45,695

$7,442
38,381
39,512

(3,146)

(2,378)

88,677

82,957
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GENERAL SIGNAL CORPORATION (DEC)
1987

1988
($000)

Shareholders’ equity (notes 6 through 9):
Common stock, par value $1 per share; au
thorized 75,000,000 shares; issued
30,737,505 in 1988, 29,584,000 in 1987
Additional paid-in capital..............................
Retained earnings........................................
Cumulative translation adjustments.............

$

41,842
295,916
705,226
(2,062)
1,040,922

Common stock in treasury, at cost;
11,677,913 shares in 1988, 2,112,379
shares in 1987........................................
Total shareholders’ equity.......................

$ 40,692
236,818
731,000
(12,662)

company would have realized a net loss of $1.8 million, or $. 10
per share. If both the repurchase and the acquisition of GCA
Corporation (as discussed in Note 3 of these financial state
ments) had taken place as of January 1 , 1987, net earnings
and earnings per share for the year ended December 31,
1987, would have been $30.5 m illion, or $1.55 per share. A net
loss of $3.6 million, or $.19 per share, would have resulted for
the year ended December 3 1 , 1988. Net sales would not have
changed as a result of the repurchase.

HAMPTON INDUSTRIES, INC. (DEC)

995,848

(579,876)

(88,697)

461,046

907,151

1988

1987

shares is s u e d ............................................

$ 3 ,9 0 0 ,9 1 0

S 3 ,9 0 0 ,9 1 0

Additional paid-in c a p ita l............................

2 1 ,1 6 4 ,7 5 5

2 1 ,1 6 4 ,7 5 5

Retained e a rn in g s .........................................

2 9 ,6 2 7 ,0 5 0

2 5 ,4 9 0 ,8 2 2

5 4 ,6 9 2 ,7 1 5

5 0 ,5 5 6 ,4 8 7

Stockholders’ equity
Common stock, $1 par value— autho
rized 6 ,0 0 0 ,0 0 0 shares; 3 ,9 0 0 ,9 1 0

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6 (In Part): Capital Stock

Treasury stock
Number of shares

Less cost of common stock held in

1988

1987

1986

Balance at beginning of year...
Common stock reacquired*.....
Common stock issued under
the company’s incentive
compensation plan..............

2,112,379
9,585,274

732,202
1,380,578

600,322
132,296

Balance at end of year.............

11,677,913

(19,740)

(401)
2,112,379

(416)
732,202

*lncludes the repurchase of 9,572,627 shares in December 1988 pursuant to
the company’s tender offer to shareholders, as well as the repurchase of
1,355,900 and 116,400 shares on the open market in 1987 and 1986,
respectively, in connection with the company’s share repurchase program.
The remaining shares were reacquired in connection with the company’s
stock option plans.

treasury— 3 0 1 ,2 7 3 shares in 1988
and 2 7 9 ,7 3 6 shares in 1 9 8 7 ...............

2 ,7 4 1 ,5 9 9

2 ,5 6 3 ,0 1 6

Total stockholders’ e quity..........................

5 1 ,9 5 1 ,1 1 6

4 7 ,9 93 ,4 7 1

Par Value Of Treasury Stock Deducted From
Issued Stock
BADGER METER, INC. (DEC)
1988

1987

$ 1 ,5 0 3 ,7 4 2

$ 1 ,4 7 5 ,0 7 0

Shareholders’ equity;
Common stock, $1 par; authorized
5 ,0 0 0 ,0 0 0 shares; issued

Self-tender offer
On November 1 7 ,1988, the company commenced a “ Dutch
Auction” self-tender offer to shareholders for the repurchase
of nine million shares of its own common stock, subject to
increase at the company’s discretion. Under the terms of the
offer, shareholders were invited to tender their shares by
December 15, 1988, at prices ranging from $44 to $51 per
share as specified by each shareholder.
At the conclusion of the offer, approximately 10.9 million
shares had been tendered, of which the company repur
chased 9,572,627 shares at $51 per share for a total cost of
approximately $491 million, including legal and financial con
sulting fees. The total shares repurchased represent approx
imately one-third of the outstanding shares at that date.
The transaction was financed through existing cash bal
ances and debt capacity.
Had the repurchase taken place as of January 1 , 1987, the
company’s net earnings and earnings per share for the year
ended December 3 1 , 1987, would have been $44.3 million, or
$2.37 per share. For the year ended December 3 1 , 1988, the

1 ,5 0 3 ,7 4 2 shares in 1988,
1 ,4 7 5 ,0 7 0 shares in 1 9 8 7 .............
Less: Treasury stock, 5 7 1 ,0 8 5
shares in 198 8 , 6 0 6 ,9 8 5 shares
in 1 9 8 7 .................................................

Class

B

(5 7 1 ,0 8 5 )

(6 0 6 ,9 8 5 )

9 3 2 ,6 5 7

8 6 8 ,0 8 5

Common stock, $ .1 0 par;

authorized 5 ,0 0 0 ,0 0 0 shares;
issued 5 8 7 ,3 8 5 shares in 1988,
6 1 7 ,3 8 5 shares in 1 9 8 7 ................

5 8 ,7 3 8

6 1 ,7 3 8

Capital in excess of par v a lu e ............

3 ,4 5 4 ,7 2 6

2 ,9 3 6 ,0 0 0

Reinvested e arn in g s .............................

2 0 ,3 8 1 ,2 2 8

1 9 ,1 0 6 ,6 1 4

Less:
Employee benefit s to c k ..................

(8 5 2 ,4 3 8 )

(6 0 1 ,3 0 0 )

Cumulative foreign currency
translation adju stm ent...............

—

Total shareholders’ e q u ity ..................

2 3 ,9 7 4 ,9 1 1

(2 5 3 ,6 1 4 )
2 2 ,1 1 7 ,5 2 3
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OTHER ACCOUNTS SHOWN IN
STOCKHOLDERS’ EQUITY SECTION
In recent years there has been a significant increase in the
number of survey company balance sheets showing stock
holder equity accounts other than Capital Stock, Additional
Paid-In C apital, Retained Earnings, and Treasury Stock.
Other stockholder equity accounts appearing on the 1988
balance sheets of the survey companies include, but are not
lim ited to, cum ulative translation adjustm ents (335 com
panies), unearned or deferred compensation related to em
ployee stock award plans (50 companies), guarantees of
ESOP debt (23 companies), amounts owed to a company by
employees for loans to buy company stock (22 companies),
and valuation allowances for marketable equity securities
classified as noncurrent assets (23 companies).

change rates for income statem ent items except for inventory,
property and their related income statement accounts which
are translated using historical exchange rates. Resultant
translation gains and losses are credited or charged to in
come.

SNAP-ON TOOLS CORPORATION (DEC)
1987

1988
($000)

Shareholders’ equity

Two hundred thirty-eight survey companies disclosed that
stock purchase rights have been distributed to common
shareholders. The rights enable the holder to purchase addi
tional equity in a company should an outside party acquire or
tender for a substantial m inority interest in the subject com
pany. Such rights usually do not appear on the balance sheet.

Preferred stock— authorized 15,000,000
shares of $1 par value; none outstanding...
Common stock— authorized 125,000,000
shares of $1 par value; issued and out
standing— 40,911,148 and 41,696,165
shares.........................................................
Additional contributed capital..........................
Retained earnings...........................................
Foreign currency translation adjustment (Note
7 )................................................................
Total shareholders’ equity...............................

Cumulative Translation Adjustments

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS

GOULDS PUMPS, INCORPORATED (DEC)
1988

1987

($000)

Shareholders’ equity:
Preferred stock-$ 20.00 Par value: Shares—
Authorized: 750,000
Issued and outstanding: None..................
Common stock— $1.00 Par value: Shares—
Authorized: 1988— 30,000,000; 1987—
30,000,000
Issued and Outstanding: 1988—
20,362,747; 1987— 18,399,591 ..........
Additional paid-in capital...............................
Retained earnings..........................................
Cumulative translation adjustments..............
Total shareholders’ equity.............................

$

—

$

—

20,363
44,337
127,705
4,202

18,400
11,522
119,484
6,132

196,607

155,538

S

$

—

-

41,696

40,911

10,120

—

464,394

407,941

(10)
505,202

457,536

(2,221)

7. Foreign Currency Translation
The financial statem ents of the Company’s non-U.S. sub
sidiaries are translated into U.S. dollars in accordance with
Statement of Financial Accounting Standards (SFAS) No. 52,
“ Foreign Currency Translation.” Net assets of certain nonU.S. subsidiaries whose “functional” currencies are other
than the U.S. Dollar are translated at current rates of ex
change. Income and expense items are translated at the
average exchange rate for the year. The resulting translation
adjustments are recorded directly into a separate component
of shareholders’ equity. Certain other translation adjustments
continue to be reported in net income which were not signifi
cant in 1988, 1987 and 1986.

TANDEM COMPUTERS INCORPORATED (SEP)
1988

1987

($000)

Stockholders’ Investment
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Foreign Exchange
The Company accounts for its foreign operations in accord
ance with Statement of Financial Accounting Standards No.
52, “ Foreign Currency Translation.” For subsidiaries other
than those located in highly inflationary economies or in which
the U.S. dollar is the functional currency, assets and liabilities
are translated at current exchange rates. Income and expense
items are translated using average rates during the year.
Translation adjustments are not included in determining net
income but are accumulated and reported as a separate com
ponent of shareholders’ equity.
Ail other foreign operations are translated using current
exchange rates for balance sheet items and average ex

Common stock $.025 par value, authorized
200,000,000 shares, outstanding
96,108,000 in 1988 and 93,849,000 in 1987
Additional paid-in capital...................................
Retained earnings...............................................
Accumulated translation adjustments.................
Total stockholders’ investment..........................

$ 2,403
403,241
445,852
5,365

$ 2,346
370,142
351,367
—

856,861

723,855

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (In Part)

Translation of non-U.S. currency amounts
As a result of growth and other changes relating to business
conducted internationally, on October 1 , 1987, the Company
redesignated the functional currency of its foreign subsidiaries
to the local currencies of the countries in which they operate.
The most significant impact is that inventory and long-term
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assets, for periods afte r O ctober 1 , 1987, having been trans
lated at year-end rather than historical exchange rates. Using
the prior m ethod, cost of revenue and depreciation expense
w ere translated using historical rates in effect w hen th e related
assets w ere acquired. All revenues and expenses are now
translated at average rates of exchange during the year. The
effect of this change on 1988 incom e w as insignificant. In
addition, all ongoing adjustm ents resulting from the process of
translating each subsidiary’s financial statem ents into U .S .
dollars have been accum ulated and recorded within a sepa
rate com ponent of stockholders’ investm ent. For years prior to
1988, such adjustm ents w ere included in net incom e.
The Com pany enters into forw ard exchange and option
contracts to reduce the im pact of foreign currency fluctuations
on m onetary assets and liability positions of foreign sub
sidiaries.

Unearned Compensation Relating To Stock
Award Plans
THE ALLEN GROUP INC. (DEC)
1988

1987

($ 000)

Stockholders’ Equity (Note 8)
Preferred stock, no par value, authorized
3,000,000 shares; issued and outstand
ing— 1988 and 1987, 2,300,000 ($1.00
stated value); liquidation preference—
$57,500,000..............................................
Common stock, par value $1.00; authorized
20,000,000 shares; issued— 1988,
9,860,000; 1987, 9,890,000; outstand
ing— 1988, 8,201,000; 1987, 8,199,000..
Paid-in capital................................................
Retained earnings (deficit).............................
Translation adjustments.................................

Com pany m eets certain incom e requirem ents established by
the Board of Directors (except for one senior officer w hose
shares w ill vest in a shorter period). Unvested shares m ay not
be transferred unless th ere is a change in control of the
Com pany as defined in th e agreem ents. U nearned com 
pensation, representing th e fair m arket value of the shares at
the date of issuance, w ill be charged to incom e over the
vesting period w hen the applicable conditions for vesting are
m et. As of D ecem ber 3 1 , 1988, none of these restricted
shares have vested.

ANALOGIC CORPORATION (JUL)
1988
Stockholders’ equity:
Common stock, $.05 par; authorized
30,000,000 shares; issued 1988,
16,001,376 shares; issued 1987,
20,201,667 shares.......................
Capital in excess of par value............
Retained earnings..............................
Less:
Treasury stock, at cost (1988,
408,388 shares; 1987,
3,051,456 shares).....................
Unearned compensation................

$

800,069
38,640,761
104,022,333

1987

$

1,010,083
73,309,612
102,857,730

143,463,163

177,177,425

2,931,411
2,007,257

24,409,592
1,200,058

138,524,495

151,567,775

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
$

2,300

$

2,300

9,860
126,258
572
411

9,890
130,527
(4,097)
2,408

139,401

141,028

Less:
Treasury stock-common shares, at cost
1988— 1,659,000 shares; 1987—
1,691,000 shares..................................
Unearned compensation...........................

(22,692)
(1,108)

(23,460)
(2,324)

Total stockholders’ equity..............................

115,601

115,244

Note 8 (In Part): C apital Stock
U nder th e term s of the Com pany’s 1982 Stock Plan, the
Stock O ption Com m ittee of the Board of Directors is autho
rized to aw ard up to 12 5,00 0 restricted shares of common
stock at such cost to the em ployee as the Com m ittee m ay
determ ine. T hese sh ares are issued subject to certain transfer
restrictions, including the passage of tim e, ranging from one to
ten years, and the Com m ittee m ay, at the tim e an aw ard is
m ade, prescribe additional conditions for the lapse of restric
tions. T he Com pany has aw arded 5 9 ,5 5 0 restricted shares of
comm on stock (including 4 ,0 0 0 shares aw arded in 1988) to
certain em ployees, w ithout cost. T he shares are subject to
forfeiture under certain circum stances, and 20 % of such
shares w ill vest each year, beginning in the year that the

9. (In Part): Stock option a n d stock bonus plans:
At July 3 1 , 1988, the C om pany had four key em ployee stock
option plans, one key em ployee stock bonus plan, and one
em ployee stock purchase plan.
O ptions granted under th e four stock option plans becom e
exercisable in installm ents com m encing no earlier than one
year from the d ate of grant and no later than five years from the
date of grant. O ptions issued under the plans are non qualified
options or incentive stock options and are issued at prices of
not less than 100% of th e fair m arket value at the d ate of grant.
T ax benefits from early disposition of the stock by optionees
under incentive stock options, and from exercise of nonquali
fied options are credited to capital in excess of par value.
Under the C om pany’s key em ployee stock bonus plan,
comm on stock m ay be granted to key em ployees under term s
and conditions as determ ined by the Board of Directors. P ar
ticipants under th e stock bonus plan m ay not dispose or
otherw ise transfer stock granted for th ree years from date of
grant. T hereafter, restrictions lapse at the rate of 25% of the
stock per year. Upon issuance of stock under the plan, un
earned com pensation equivalent to th e m arket value at the
date of grant is charged to stockholders’ equity and subse
quently am ortized over a period of seven years. Am ortization
of $3 8 0 ,3 0 1 , $ 3 7 7 ,6 7 4 and $ 2 1 9 ,1 7 8 w as recorded in fiscal
1 9 8 8 , 1987 and 1986, respectively.
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OMNICOM GROUP INC. (DEC)

BIRD INCORPORATED (DEC)
1988
Stockholders’ Equity;
5% cumulative preferred stock, par
value $100. Authorized and
issued—15,000 shares (liquidat
ing preference $110 per share,
aggregating $1,650,000)..........
Preference stock, par value $1. Au
thorized 1,500,000 shares;
issued 814,300 shares of $1.85
cumulative convertible preference
stock (liquidating preference $20
per share, aggregating
$16,286,000).........................
Common stock, par value $4. Au
thorized 15,000,000 shares;
issued 4,587,755 shares..........
Other capital .............................
Retained earnings......................

Treasury stock, at cost:
5% preferred—4,603 shares..
Common—88,207 shares in
1988 and 408,142 in 1987.
Unearned compensation—Note 6
Cumulative foreign currency
translation adjustment..........

Shareholders’ Equity (Note 5)

$ 1,500,000

$ 1,500,000

814,000

814,000

18,351,000
15,430,000
15,528,000
51,623,000

18,351,000
15,912,000
11,386,000
47,963,000

(270,000)

(270,000)

(668,000)
(1 , 120,000)

(3,089,000)

(373,000)
49,192,000

341,000
44,945,000

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
6

1987
1988
($000)

1987

(In Part): Em ployee Benefit Plans

Long-Term Incentive Com pensation
U nder th e term s of a Long-Term incentive Com pensation
Plan, certain officers and key m anagem ent em ployees shall
receive com m on stock of the Com pany on a restricted tim e
lapse grant basis. At D ecem ber 3 1 , 1 9 8 8 , 19 3,16 0 shares of
the Com pany’s com m on stock had been issued from treasury
stock and is being held in escrow by the Com pany. These
shares shall be released from escrow and delivered to the
plan’s participants w hen and if th e m arket price of the Com 
pany’s com m on stock has achieved certain designated levels
betw een $ 1 2 and $ 2 4 per share prior to June 1994 or in any
event if th e participant has rem ained in the continuous em ploy
of the Com pany from June 1988 to June 20 03 . Total expense
under this agreem ent w as $ 3 8 ,0 0 0 in 1988. T he unam ortized
value of th e shares granted is shown in the accom panying
balance sheet as unearned com pensation.

Preferred stock, $1.00 par value, 7,500,000
—
— $
shares authorized in 1988, none issued...... $
Common stock, $.50 par value, 75,000,000
and 50,000,000 shares authorized in 1988
and 1987, respectively, 26,239,507 and
26,061,585 shares issued in 1988 and 1987,
13,031
13,120
respectively...........................................
83,681
84,178
Additional paid-in capital.............................
130,281
145,343
Retained earnings......................................
(8,583)
(6,332)
Unamortized restricted stock........................
7,090
1,644
Cumulative translation adjustment.................
(22,217)
(33,123)
Treasury stock at cost................................
203,283
204,830
Total shareholders’ equity............................
N O TES TO FIN A N C IA L S TA TEM EN TS
5 (In Part): Shareholders' Equity
An analysis of activity for treasury stock and restricted stock
for the three years ended D ecem ber 3 1 , 1988 follows:

Treasury
Shares
Balance January 1,
1986.................
Amortization of res
tricted shares......
Share transactions
under employee
stock plans.........
Balance December
31,1986............
Amortization of res
tricted shares......
Share tansactions
under employee
stock plans........
Balance December
31,1987............
Amortization of res
tricted shares......
Share transactions
under employee
stock plans........
Repurchases of
shares...............
Balance December
31,1988............

(979,623)

Unamortized
Treasury
Stock at Cost Restricted Stock
(Dollars in Thousands)
$(21,816)

$(3,763)
2,696

(18,510)

(401)

(4,811)

(998,133)

(22,217)

(5,878)
1,491
(4,196)

(998,133)

(22,217)

(8,583)
2,255

(9,722)

(195)

(535,000)

(10,711)

(1,542,855)

$(33,123)

(4)

$(6,332)

Under th e term s of the Com pany’s 1987 Stock Plan (“1987
Plan”), 1 ,5 0 0 ,0 0 0 shares o f com m on stock of the Com pany
are reserved for restricted stock aw ards, Incentive Stock O p
tions and N on-Q ualified Stock O ptions to key em ployees of
the Com pany. T h e C om pany’s 1981 Incentive Stock Option
Plan (“1981 Plan”), 1983 N on-Q ualified Stock Option Plan
(“1983 P lan”) and B B D O ’s 1982 Incentive Stock O ption Plan
(“1982 P lan”) each term inated on June 1 , 1987 except as to
options then outstanding. As of D ecem ber 31, 1988, no op-
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tions remain outstanding under the 1982 Plan. Under the
remaining three plans, the option price may not be less than
100% of the market value of the stock at the date of grant.
U nder th e term s of the DOB Long-Term Incentive Award
plan, there w ere 3 5 7 ,7 8 9 shares o f restricted stock outstand
ing at D ecem ber 3 1 , 1985. During 1986, 1 9 ,650 of these
shares w ere forfeited and the rem ainder becam e fully vested,
as required by the Plan agreem ent, w hen the transactions
resulting in the form ation of the Com pany w ere consum m ated.
In addition, outstanding Perform ance Units also becam e fully
vested. T he incom e statem ent charge, net of credits due to
forfeitures, in connection w ith this plan w as $ 2 ,5 5 8 ,0 0 0 (sub
stantially all of which w as charged to m erger expense), for the
year ended D ecem ber 3 1 , 1986.
U nder the 1987 Plan, 7 ,5 0 0 shares and 2 4 5 ,0 0 0 shares of
restricted stock of the Com pany w ere aw arded to its key
em ployees in 1988 and 1987, respectively. In 1986, a total of
2 4 9 ,0 7 5 shares o f restricted stock of the Com pany w ere
aw arded to key em ployees of BB D O o r its subsidiaries, and
6 0 ,0 0 0 shares o f restricted stock of B B D O aw arded under its
1985 Restricted Stock Plan (“1985 P lan”) outstanding on
August 2 9 , 1986, th e effective d ate o f the m erger o f a subsid
iary of th e Com pany into BB D O , w ere converted into 7 3 ,8 0 0
shares of restricted stock of th e Com pany at the tim e of the
m erger. No further aw ards of restricted stock w ill be m ade
under the 1985 Plan.
All restricted shares w ere sold to key m anagem ent em 
ployees of th e Com pany and its subsidiaries at a price per
share equal to th eir par value. T h e difference betw een par
value and m arket value on the d ate of the sale is charged to
shareholders’ equity and then am ortized to expense over the
period o f restriction. U nder th e 19 8 7 Plan, the restricted
shares becom e transferable to the em ployee in 20% annual
increm ents provided th e em ployee rem ains in the em ploy of
the Com pany. R estricted shares sold prior to 1987 becom e
transferable at the end o f the five ye ar period com m encing on
the d ate of sale.
Restricted shares m ay not be sold, transferred, pledged or
otherw ise encum bered until the restrictions lapse. U nder most
circum stances, th e em ployee m ust resell the shares to the
Com pany at par value if the em ployee ceases em ploym ent
prior to th e end of th e period of restriction. A sum m ary of
changes in outstanding shares of restricted stock for the three
years ended D ecem ber 3 1 , 1988 is set forth below:
Years Ended December 31,

1988

1987

1986

Beginning balance......................
Amount granted.....................
Amount vested........................
Amount forfeited....................

564,185
7,500
(50,500)
(7,380)

319,185
245,000
—
—

73,800
249,075
—
(3,690)

Ending balance..........................

513,805

564,185

319,185

The charge to operations in connection with these restricted
stock aw ards for th e years ended D ecem ber 3 1 , 1 9 8 8 , 1987,
an d 1 9 8 6 a m o u n te d to $ 2 ,2 5 5 ,0 0 0 , $ 1 ,4 9 1 ,0 0 0 , and
$6 1 5 ,0 0 0 , respectively.

Guarantee Of ESOP Debt
KERR GLASS MANUFACTURING CORPORATION
(DEC)
1988

1987

($ 000)

Stockholders’ equity
Preferred Stock, 487 shares authorized and
issued, at liquidation value of $20 per
share.........................................................
$ 9,748
$ 9,748
Common Stock, $.50 par value per share,
10,000 shares authorized; 4,199 shares
issued.............................................................
2,099
2,099
Additional paid-in capital...................................
26,434 26,367
Retained earnings..............................................
24,270 28,080
Treasury Stock, 535 shares at cost..............
(12,737)
(12,737)
Notes receivable from ESOP Trusts..............
(8,036)
(7,689)
Total stockholders’ equity..................................

41,778

45,868

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 9 (In Part): Com mon Stock
Em ployee Stock O w nership Plans
On O ctober 19, 1987, the Com pany form ed a new Kerr
G lass M anufacturing Corporation Em ployee Incentive Stock
O wnership P lan Trust (E S O P II) for the benefit of the salaried
em ployees of the Com pany to purchase shares of the Com 
pany’s Com m on Stock from tim e to tim e on the open m arket or
in negotiated transactions at prices deem ed to be attractive.
During 1987 and 1988, E S O P II acquired 4 6 4 ,8 9 3 shares of
Com m on Stock at a cost of $ 5 ,000 ,0 0 0 . T he Com pany bor
rowed funds from a group of banks, which in turn w ere loaned
to E SO P II for th e purpose of purchasing the shares. T he bank
loans and the related Com pany loans to E S O P II have sim ilar
term s and are repayable 1988 through 1995.
On M arch 1 9 , 1985, th e C om pany sold 5 5 0 ,0 0 0 shares of its
Com m on Stock to th e Kerr G lass M anufacturing Corporation
incentive Stock O w nership Plan Trust (E S O P I), which w as
form ed for th e benefit of the salaried em ployees of the Com 
pany. T he purchase price w as $ 1 0 .2 5 per share o r an aggre
gate of $ 5 ,6 3 7 ,5 0 0 in cash. T h e closing price of a share of the
Com pany’s Com m on Stock on the N ew York Stock Exchange
on the d ate of the E S O P Trust purchase w as $ 1 1 .0 0 . The
C om pany borrow ed $ 5 ,6 3 7 ,5 0 0 from a bank, which w as
loaned to E S O P I for th e purpose of purchasing th e shares
from the Com pany. T h e bank loan and the Com pany’s loan to
E S O P I h ave sim ilar term s and each is repayable 1985
through 1993 and bears interest at a fixed rate.
E S O P I and E S O P II w ill obtain the funds to repay loans
prim arily through tax deductible contributions m ade by the
Com pany to E S O P I and E S O P II. T he Com pany will fund
such contributions prim arily through the reduction of com 
pensation and benefits, and deferral of salary increases which
it would otherw ise have provided to its salaried em ployees.
T o ta l co n tribu tion e x p e n s e re la te d to th e s e p lans w as
$ 1 ,8 7 6 ,0 0 0 , $ 9 0 8 ,0 0 0 and $ 9 4 0 ,0 0 0 in 1 9 8 8 , 1987 and 1986,
respectively. For financial statem ent purposes, the bank loans
are reflected as a liability and the Com pany’s loans to E S O P I
and E S O P II are reflected as a reduction in stockholders’
equity.
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PHILLIPS PETROLEUM COMPANY (DEC)
1988

1987

($ 000)

Common Stockholde rs ’ Equity
Common stock— 500,000,000 shares authorized at
$1.25 par value
Issued (1988—263,021,219 shares; 1987—
248,684,301 shares)
Par value.........................................................
$ 329
$ 311
Capital in excess of par.......................................
470
224
Treasury stock (at cost; 1988—19,768,208
shares: 1987— 20,333,852 shares)................
(1,198) (1,238)
Foreign currency translation adjustments.....................
(24) (31)
Guarantees for Long-Term Stock Savings Plan
(LTSSP)...................................................................
(250)
—
Earnings employed in the business.........................
2,786
2,351
Total Common Stockholders’ Equity.......................

2,113

1,617

N O T E S TO FIN A N C IA L S TA TEM EN TS
Note 4 (In Part): D e b t
Long-Term Stock Savings Plan Loan G uarantees
In 1988, the L TS S P borrowed $ 2 5 0 million to purchase
1 4 ,3 3 6 ,9 1 8 sh ares of authorized but previously unissued
comm on stock from th e com pany at $ 1 7 .4 3 7 5 per share.
Since th e com pany has effectively guaranteed the LTS S P ’s
borowings, the unpaid balance is reported as a liability of the
com pany and a corresponding am ount, akin to unearned com 
pensation, is shown as a reduction of com m on stockholders’
equity. Both the liability and th e am ount in stockholders’ equity
will be reduced in equal am ounts as the LTS S P repays the
borrowings. T h e LTS S P will repay the loans (plus interest)
over a 10-year period using com pany contributions and divi
dends received on th e shares of com m on stock th at have not
been allocated to plan participants.

J.C. PENNEY COMPANY, INC. (JAN)
1988

1989

1987

($ millions)
Stockholders’ equity
Preferred stock, without par value: Au
thorized, 25 million shares—
issued, 1 million shares of Series
B LESOP convertible preferred.......
Guaranteed LESOP obligation.................
Common stock, par value 50¢:
Authorized, 500 million shares—
issued, 123,138, and 150 million
shares...........................................
Reinvested earnings...............................
Total stockholders’ equity......................

$ 706
(668)

$

—

$

—

8.1 7% in a 10-year loan guaranteed by the Com pany. T he
LESO P used th e proceeds of th e loan to purchase a new issue
of convertible preferred stock from the Com pany. The pre
ferred stock is convertible into approxim ately 11 .8 million
shares of th e Com pany’s com m on stock at $ 6 0 per common
share. T h e dividend yield on th e preferred stock is 7.9% ; the
conversion rate is ten shares of com m on stock for each share
of preferred stock. Each year, one-tenth of the preferred stock
held by the L E S O P is allocated to participants’ accounts.
The Com pany is using th e proceeds from the issuance of
preferred stock to th e LE S O P to purchase up to 15 million
comm on shares in th e open m arket.
The Com pany has reflected the guaranteed LESO P bor
rowing as long term debt on its balance sheet. T he convertible
preferred stock issued to th e LE S O P for cash w as recorded in
the equity section. A like am ount of “G uaranteed LESO P
O bligation’’ w as recorded as a reduction of stockholders’ equi
ty. As th e C o m p an y m akes an n u al contributions to th e
LESO P, th ese contributions, plus th e dividends paid on the
Com pany’s preferred stock held by th e L E S O P , w ill be used to
repay the loan. As the principal am ount of the loan is repaid,
the “G uaranteed LE S O P O bligation” is reduced accordingly.
T he em ployee eligibility requirem ent and contribution op
tions of the LE S O P are virtually th e sam e as those of the
Company’s form er em ployee savings and profit-sharing re
tirem ent plan.

TRIBUNE COMPANY (DEC)
1988

1987

($ 000)

Stockholders' investment
Preferred stock (without par value)
Authorized: 5,000,000 shares; none
issued...................................................
Common stock (without par value)
Authorized: 400,000,000 shares;
81,771,658 shares issued....................
Additional paid-in capital...........................
Retained earnings......................................
Treasury stock—
at cost—6,945,358 shares in 1988 and
5,482,309 shares in 1987................
Unearned compensation related to guaran
tee of ESOP debt..................................
Cumulative translation adjustment............
Total stockholders’ investment.................

$

—

1,018
104,414
1,356,552

$

—

1,018
105,635
1,203,562

(240,049)

(185,085)

(30,000)
(3,455)

—
(30,187)

1,188,480

1,094,943

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
862
3,057

960
3,213

961
3,379

3,957

4,173

4,340

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
LESO P. In 1988, the Com pany created a leveraged em 
ployee stock ow nership plan (L E S O P ). Effective January 1,
1989, th e LE S O P succeeded th e Com pany’s em ployee sav
ings and profit-sharing retirem ent plan.
T he LE S O P borrowed $ 7 0 0 million at an interest rate of

Note 4 (In Part): Long-term D eb t
In Novem ber 1988 th e Com pany established an em ployee
stock ow nership plan (E S O P ). T h e E S O P w as funded prim ari
ly by a $ 3 0 ,0 0 0 ,0 0 0 loan entered into by th e E S O P in D ecem 
ber 1988. T h e loan has an interest rate of 8 .1 9 percent, a ten
year m aturity ending in 19 98 and level principal and interest
paym ents throughout its term . T h e loan is unconditionally
guaranteed by th e Com pany as to paym ent of principal and
Interest and therefore th e unpaid balance of the borrowing is
reflected in the accom panying statem ent of financial position
as long-term debt. An equivalent am ount, representing un

226

Section 2: Balance Sheet

earned em ployee com pensation, is recorded as a deduction
from stockholders’ investm ent. In 1988 the E S O P used the
proceeds of the loan plus an initial contribution of $1 ,000 ,0 0 0
from the Com pany to purchase 7 9 6 ,7 0 0 shares of the Com 
pany’s com m on stock in th e open m arket a t an average cost of
$ 3 8 .9 1 . Future Com pany contributions plus dividends earned
on unallocated shares held by th e E S O P w ill be used to
service th e loan.

Investment Valuation Allowances
FMC CORPORATION (DEC)
1988

1987

($000)

Stockholders’ equity (deficit)
Common stock, $0.10 par value, authorized
60,000,000 shares, issued 34,265,619
shares.................................................................
3,427
3,391
Capital in excess of par value of capital stock...
16,328
6,324
Retained earnings (deficit)................................. (208,963) (338,196)
Foreign currency translation adjustment............
(20,219)
(14,562)
Investment valuation allowance (Note 6)...............
(13,838)
—
Treasury stock, common, at cost......................
(382)
(157)
Total stockholders’ equity (deficit).....................

(223,647)

(343,200)

Note 6 (In Part): Investments
In the fourth quarter of 1986, the com pany reached an
agreem ent with C entocor, Inc. to exchange FM C ’s interest in a
research and developm ent biotechnology joint venture for
1.35 million shares of Centocor com m on stock. T he joint
venture had no significant book value and a gain on the
exchange of $34.1 m illion w as recorded. During th e fourth
quarter of 1988 the m arket value of Centocor comm on stock
declined. Accordingly, th e carrying value of the investm ent
has been reduced by a charge to stockholders’ equity of $1 3 .8
million reflecting th e com pany’s belief th at the decline in value
is tem porary.

HECLA MINING COMPANY (DEC)
1988

1987

($000)

Shareholders’ Equity
Preferred stock, 25¢ par value, authorized
5,000,000 shares, none issued
Common stock, 25¢ par value, authorized
50,000,000 shares, issued 1988—
27,044,812, and 1987— 27,040,832........
Additional paid-in capital...............................
Earnings retained in the business.................
Net unrealized loss on marketable equity
securities (Note 3 )....................................
Less common stock reacquired, at cost;
1988— 40,999 shares, 1987—38,539
shares.......................................................
Total shareholders’ equity................................

$

6,761
53,326
94,071
(10,687)

(611)
142,860

$

6,760
53,286
80,292
(8,475)

(571)
131,292

Note 3 (In Part): Investments
In v es tm en ts co n sist o f th e fo llo w in g co m p o nents (in

thousands);
Carrying
Value

Cost

December 3 1 , 1988
Marketable equity seurities..................
Other investments...............................

$ 6,613
9,302

$17,300
9,302

Total................................................

$15,915

December 3 1 , 1987
Marketable equity securities................
Other investments...............................

$ 7,155
5,870

Total................................................

$13,025

Market
Value
$6,613

$26,602
$15,630
5,870

$7,155

$21,500

At D ecem ber 31 , 1988, the portfolio of m arketable equity
securities includes gross u nrealized gains of approxim ately
$ 3 ,0 0 0 an d g ro ss u n re a liz e d lo sses o f ap p ro x im a te ly
$ 1 0 ,6 9 0 ,0 0 0 (of which approxim ately $ 9 ,6 2 5 ,0 0 0 is attribut
able to th e Com pany’s ownership of Sunshine M ining Com 
pany com m on stock). T h e other investm ents are principally
large blocks of com m on and preferred stock in several mining
com panies, and investm ents in various m ining ventures.
These securities are gen erally restricted as to trading or m ar
ketability although som e of the shares are frequently traded on
the over-the-counter m arket in Spokane, W ashington, and
certain C anadian exchanges. At D ecem ber 31, 1988 and
1987, the shares of som e of th ese com panies that w ere traded
on these m arkets w ere quoted at values approxim ating or
exceeding the C om pany’s cost basis.

Receivables From Sale Of Stock
HOLLY FARMS CORPORATION (MAY)
1988

1987

($ 000)

Stockholders’ Equity
Common stock, $12 par value, authorized
50,000,000 shares; issued 18,452,689
and 17,799,643......................................
Additional paid-in capital.............................
Retained earnings.......................................
Less:
Treasury stock at cost, 360,200 shares .
Stockholders’ notes receivable (Note 9 ).

$221,433
35,737
139,218
(5,811)
(4,583)

(5,811)
(13,415)

Total stockholders’ equity..........................

385,994

343,171

$213,596
23,773
125,028

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
9 (In Part): C apital Stock a n d Additional Paid-in Capital:
In 1987, the Com pany issued 1 ,0 8 5 ,4 7 5 shares of stock to
em ployees under th e 1985 Em ployee Stock Purchase Plan.
Funds from th ese sales, $ 2 9 ,5 8 0 , w ere reduced by $ 1 3 ,4 1 5
loaned to em ployees u nder a Stock Loan Program th at
allow ed em ployees to borrow the funds for exercising their
previously granted options. T h e balance of these stockhold
ers’ notes receivable are reflected as a deduction in the stock
holders’ equity section of the balance sheet. These notes bear
interest a t 7.5 % , w ith th e principal due M ay 1997.

o th er Stockholders’ Equity Accounts

LYNCH CORPORATION (DEC)
1988

1987

($000)

Shareholders’ Equity
Common Stock— no par value:
Authorized 10,000,000 shares; issued and
outstanding 1,406,360 and 1,404,860
shares.............................................. $ 3,429
$ 3,416
Additional paid-in capital .................................
7,116 6,969
Retained earnings..........................................
6,704 5,700
Loan to officer— Note H...............................
(375)
—
Treasury stock of 123,887 and 113,300
shares, at cost........................................
(1,339)
(1,082)
15,535
15,003
Note H (In Part): Shareholders’ Equity
In 1988, the President and Chief Operating O fficer pur
chased 35,848 shares of treasury stock from the Company for
cash ($125,000) and a note ($375,000), collateralized by the
shares and bearing interest at 7%. The note can be dis
charged by return of the shares of stock at any tim e prior to
September, 1993. An additional 865 shares of treasury stock
was sold for $9,000 and subsequently distributed to em
ployees. The proceeds from the sale of treasury stock ex
ceeded the Company’s average cost by $147,000.

OPTICAL COATING LABORATORY, INC. (OCT)
1987

1988
($000)
Common stock, $.01 par value; authorized
30,000,000 shares; issued and outstanding
7,154,000 and 18,057,000 shares.................. .
Paid-in capital......................................................
Retained earnings.................................................
Cumulative foreign currency translation adjust
ment ................................................................
Notes receivable from officer stockholders.........
Common stockholders’ equity.........................

$
72
24,785
10,035
161

$
60
62,102
36,241
30

35,053
(1.772)

98,433
(2,061)

33,281

96,372

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6. Notes Receivable from O fficer Stockholders

Under the Company’s incentive compensation and officer
loan plan approved by the stockholders, the Board of Directors
is authorized to grant loans to officers to purchase the Com
pany’s common stock by direct purchase from the Company
or through exercise of stock options.
At October 3 1 , 1988, notes and accrued interest aggregat
ing $1,772,000 were outstanding collateralized by 392,700
shares of the Company’s common stock. The notes bear
interest at rates from 7% to 12% and are payable on various
dates through 1992. During 1988, interest of $132,000 was
accrued and $124,000 was paid on the notes in accordance
with the provisions of the loans.
In 1988, in connection with the resignation of an officer, a
loan of $199,000 was cancelled and the 36,000 shares
pledged as collateral on the note were returned to the Com
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pany and reverted to the status of unissued shares. In connec
tion with the form ation of the Flex Products, Inc. joint venture,
a $98,000 loan to an officer was cancelled in lieu of additional
compensation and the 34,500 related shares of stock were
awarded to him with certain restrictions on transferability.

Stock Purchase Rights
DANA CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Preferred Share Purchase R ight
On July 14, 1986, Dana Corporation’s Board of Directors
approved a shareholder purchase rights plan which provides
for a dividend distribution of one Preferred Share Purchase
Right for each outstanding share of Dana common stock.
Each Right entitles shareholders, upon occurrence of certain
events, to buy one one-hundredth of a share of a new series of
junior participating preferred stock at an exercise price of
$100. The Rights w ill be exercisable only if a person, group or
company acquires 20 percent or more of Dana common stock
or announces a tender offer which would result in ownership of
30 percent or more of the common stock. Dana is entitled to
redeem the Rights at five cents per Right at any tim e before a
20 percent or greater position has been acquired.

If Dana is acquired in a merger or other business combina
tion transaction, each Right w ill entitle its holder to purchase,
at the Right’s then current exercise price, a number of the
acquiring company’s common shares having a market value
at that tim e of twice the Right’s exercise price. The Rights also
provide for protection against self-dealing transactions by a
control shareholder.
The distribution of the Rights was made on July 2 5 , 1986 to
shareholders of record on that date. The Rights w ill expire on
July 25, 1996.
On December 1 2 , 1988 Dana’s Board amended the Rights
Plan. The amendment provides, among other things, that if a
person, group or company acquires 30 percent or more of the
Company’s common stock, each Right (other than Rights
owned by the 30 percent-or-m ore shareholder) w ill entitle its
holder to purchase, at the Right’s then-current exercise price,
a number of Dana common shares having a market value
equal to twice the Right’s exercise price.
In addition, at any tim e after a person, group or company
acquires 30 percent or more (but less than 50 percent) of the
Company’s outstanding common stock, the Board of Directors
may, at its option, exchange part or all of the Rights (other than
Rights held by the acquiring person, group or company) for
shares of the Company’s common stock on a one-to-one
basis.
The amendment also provides that the Company’s Board of
Directors may, under certain circumstances, reduce the 30
percent thresholds, referred to above, to not less than 15
percent and stipulates that the Company has the authority to
postpone the issuance of separate Rights Certificates.
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PENNWALT CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

date. Until the Rights are exercised, the holder of the Rights,
as such, w ill have no rights as a shareholder of the Com pany,
including, w ithout lim itation, the right to vote as a shareholder
or receive dividends.

10. Preference Share Purchase Rights
In S eptem ber 1987, the Com pany distributed a dividend of
one preference share purchase right for each outstanding
share of com m on stock. During the first quarter of 1988, the
Com pany am ended th ese rights (“C lass A Rights”) to provide
greater flexibility in redeem ing th ese rights and distributed a
dividend o f one C lass B preference share purchase right
(“C lass B Rights”) for each outstanding share of common
stock. A t D ecem ber 3 1 , 1988, th ere w ere 7 ,9 1 3 ,8 0 2 each of
C lass A and C lass B Rights outstanding.
Each C lass A Right and each C lass B Right entitles share
holders to buy one one-hundredth of a share of the C om pany’s
Fourth S eries Participating Preference Stock at a price of
$2 2 5 , subject to certain anti-dilution adjustm ents. T h e Rights
are not exercisable o r transferable apart from the comm on
stock until ten days after a public announcem ent th at a person
or group eith er (1 ) has acquired or has obtained th e right to
acquire 20% or m ore of th e Com pany’s outstanding shares of
comm on stock, or (2 ) has com m enced or announced an inten
tion to com m ence a ten d er offer for 30 % or m ore of the
outstanding shares of com m on stock, in D ecem ber 1988, the
Rights becam e exercisable and transferable apart from the
comm on stock follow ing announcem ent by C entaur Partners
of a $ 1 0 0 per share o ffer for all the outstanding shares of the
Com pany’s com m on stock.
If Pennw alt is involved in a m erger or a business com bina
tion, each C lass A Right w ill en title its holder to purchase that
num ber o f shares of com m on stock of th e acquiring com pany
having a m arket value o f tw ice th e exercise price of the Right.
A lternatively, if a 20 % holder acquires the C om pany by m eans
of a reverse m erger in which th e Com pany and its stock
survive, o r engages in self-dealing transactions with the Com 
pany, each Right not ow ned by the acquiror will becom e
exercisable for th e num ber of shares of the Com pany having
at that tim e a m arket value of tw o tim es th e exercise price of
the Right.
If a person or group acquires 30 % o r m ore of Pennw alt’s
comm on stock, each C lass B Right w ill entitle its holder (other
than the acquiring person) to purchase th at num ber of shares
of Pennw alt com m on stock having a m arket value of tw ice the
exercise price of th e Right.
T he C lass A Rights m ay be redeem ed by the Com pany’s
Board of Directors a t any tim e before a 20 % position has been
acquired and for 10 days th ereafter. T h e C lass B Rights m ay
be redeem ed by the Board at any tim e before a 30% position
has been acquired. H ow ever, afte r a 20 % position has been
acquired, the C lass A Rights and the C lass B Rights m ay be
redeem ed by the Board only if a m ajority of the directors are
Disinterested Directors (as defined in th e Rights Agreem ents).
The right to redeem the C lass A Rights would be reinstated
thirty days after th e acquiror reduces his ownership in Penn
w alt to 3% or less in a transaction not involving the Com pany,
or after a person o r group acquires 30 % or m ore of th e Com 
pany. T he redem ption price for both th e C lass A Rights and
the C lass B Rights is one cent per Right.
The Rights will expire Septem ber 13, 1997, unless exer
cised by th e holder o r redeem ed by th e Com pany before that

DATA GENERAL CORPORATION (SEP)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 13. Stockholders’ Equity
The com pany has 1 ,0 0 0 ,0 0 0 authorized shares of preferred
stock. T he com pany’s Board of D irectors is authorized to issue
shares of preferred stock in such series and with such term s
and conditions as the Board m ay determ ine. In connection
with the adoption of th e com pany’s Stockholder Rights Plan
(see below ), 4 0 0 ,0 0 0 shares of the aforem entioned preferred
stock have been designated as S eries A Junior Participating
Preferred Stock. No shares of preferred stock have been
issued as of Septem ber 2 4 , 1988.
The com pany has 1 0 0 ,0 0 0 ,0 0 0 authorized shares of com 
mon stock. As of Septem ber 2 4 , 1988, 2 8 ,6 4 1 ,0 0 0 shares of
comm on stock w ere issued and 1 9 7,00 0 shares with a cost of
$6.1 million w ere held by the com pany as treasury shares. As
of S eptem ber 2 6 , 1 9 8 7 , 2 7 ,7 8 0 ,0 0 0 shares of comm on stock
w ere issued and 1 8 6 ,6 0 0 shares with a cost of $ 5 .8 million
w ere held by the com pany as treasury shares.
In O ctober 1986 the com pany’s Board of Directors adopted
a Stockholder Rights Plan (the ’’P lan”) th at paid a special
dividend of one preferred stock Purchase Right for each out
standing share of com m on stock. Pursuant to the Plan, the
Purchase Rights becom e exercisable w hen certain triggering
events occur th at involve attem pts to acquire, or the acquisi
tion of, at least 20 % of th e com m on stock of the com pany (an
“Acquiring Person”). Stockholders would then becom e enti
tled to purchase shares o f S eries A Junior Participating P re
ferred Stock. In M ay 1988 the Plan w as am ended to provide
that each Purchase Right issued under the Plan would also
entitle its holder to purchase shares of the com pany’s com 
mon stock at one-half of m arket value if (i) any person gains
beneficial ow nership of 25 % o r m ore of the then outstanding
shares of com m on stock, except pursuant to an offer for all
outstanding shares of com m on stock which a m ajority of the
continuing directors of th e com pany determ ines to be at a
price which is in the best interests of the com pany and its
stockholders; (ii) an Acquiring Person engages in one or m ore
“self-dealing” transactions w ith the com pany; (iii) during such
tim e as th ere is an Acquiring Person, an event occurs which
results in such Acquiring Person’s ownership interest in the
com pany being increased by m ore than one percent; o r (iv) a
m ajority of the continuing directors d eclares any person who is
the beneficial ow ner of a t least 15% of th e shares of common
stock of the com pany then outstanding to be an Adverse
Person because th at person’s ownership of com m on stock
could cause a m aterial adverse im pact on the com pany. The
Purchase Rights m ay be redeem ed by the com pany for $.01
per Purchase Right at any tim e until ten days after the acquisi
tion of 20% or m ore of the com pany’s com m on stock. How ev
er, the am endm ent to th e P lan also provides th at the Purchase
Rights are not redeem able once any person has been deter
m ined to be an A dverse Person.
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TANDY CORPORATION (JUN)

Warrants

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

ORION PICTURES CORPORATION (FEB)

Preferred Share Purchase Rights
In August 1986 the Board of D irectors declared a dividend of
one Preferred S h are Purchase Right for each outstanding
sh are of T an d y com m on stock. T h e Board of D irectors
am ended these rights in June 1988. T he rights, which under
certain circum stances en title th eir holders to purchase one
one-thousandth of a share of Tan dy preferred stock for an
exercise price of $ 1 4 0 (subject to adjustm ent), w ill expire on
August 29, 1996. T h e rights w ill trade separately from the
comm on stock and w ill becom e exercisable only if a person or
entity acquires 20 % or m ore of Tandy’s outstanding comm on
stock (or 10% of the outstanding com m on stock, if the Board of
Directors m akes certain determ inations as described below ),
or If a person o r entity com m ences a tender offer or exchange
offer for 25% o r m ore of the outstanding com m on stock.
In the event th at Tandy is a party to a m erger or other
business com bination, regardless of w hether Tandy is the
surviving corporation, rights holders (other than the party to
the m erger) will be entitled to purchase com m on stock of the
surviving corporation worth tw ice the then current exercise
price of the rights. In addition, if a holder of 20 % or m ore of
Tandy’s com m on stock engages in self-dealing transactions,
if any person or entity acquires 25% or m ore of Tandy’s
comm on stock, or if th e Board of Directors determ ines that any
holder of 10% o r m ore of Tan dy’s com m on stock is seeking to
cause Tandy to repurchase th e holder’s shares or to take
other actions inconsistent w ith T an dy’s best interests, or that
such holder’s ow nership of com m on stock is harm ing Tandy’s
business, the rights (other than those ow ned by the triggering
stockholder) w ill be exercisable for Tandy com m on stock
worth tw ice th e then current exercise price. T he rights are
redeem able by the Board of D irectors at a price of $ .0 5 per
right at any tim e before holders becom e entitled to purchase
Tandy com m on stock or com m on stock of the surviving cor
poration in a m erger or business com bination as a result of any
of the events described in this paragraph.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Warrants
At February 2 9 , 1988, th ere w ere w arrants outstanding to
purchase 7 ,9 9 4 ,7 6 0 sh ares of th e C om pany’s Com m on
Stock. O utstanding w arrants to purchase 5 ,8 9 4 ,7 6 0 shares at
$ 6 .0 0 per share w ere issued in connection with a capital
infusion transaction effected in February 1982. T h ese w ar
rants expire on Feb ru ary 8 , 19 92 . W arrants to purchase
2 ,1 0 0 ,0 0 0 shares of Com m on Stock a t a price of $ 2 0 .5 0 per
share w ere issued in connection w ith th e sale of the Com 
pany’s 10% Subordinated D ebentures due 1994 (N ote 4).
These w arrants expire on February 1 , 1989.

THE RYMER COMPANY (OCT)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
8 (In Part): Long-Term D eb t
Long-term debt consists of the following:
1988

1987

(in thousands)
Banks, with interest ranging from prime to 1%
over prime.....................................................
Other, including capitalized leases and amounts
to related parties;
Obligations under purchase agreements........
Other.............................................................
Senior Subordinated Sinking Fund Debentures,
net of unamortized debt discount of
$5,447,000 in 1988 and $5,976,000 in 1987
Less current maturities......................................

$29,070

$ 36,640

9,355
9,973

17,223
11,819

54,553

54,024

102,951
5,311

119,706
7,927

$97,640

$111,779

The Senior Subordinated Sinking Fund Debentures have
detachable w arrants to purchase 7 2 0 ,0 0 0 of the Com pany’s
comm on shares (see Note 12). T he debentures are unse
cured and m ature on O ctober 15, 1995. interest is payable
sem iannually a t the stated rate of 13% per annum . T he deben
tures are subordinated to S enior Indebtedness of the Com 
pany (as defined) and senior to any C onvertible Debentures
(as defined). T he debentures are redeem able at the Com 
pany’s option, at any tim e, in w hole or in part, at par. A
m andatory sinking fund requires a paym ent of $ 9 ,0 0 0 ,0 0 0
annually, com m encing O ctober 15, 1992. At the Com pany’s
option, an additional annual sinking fund paym ent not to ex
ceed $ 9 ,0 0 0 ,0 0 0 m ay be m ade beginning on O ctober 15,
1992.
12 (In Part): Stock Options a n d Warrants
At O ctober 2 9 , 1988, th e Com pany has w arrants outstand
ing to purchase 6 6 ,6 6 6 shares of com m on stock at $ 1 1 .7 8 per
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share. T h ese w arrants w ere issued to a lender in 1983, and
are exercisable through January 1989.
The detachable w arrants issued in conjunction with the
Com pany’s 13% S enior Subordinated Sinking Fund D eben
tures (see Note 8) are exercisable at a price of $ 1 7 .5 0 per
share (subject to adjustm ent in certain circum stances), pay

able at the holder’s option eith er in cash or upon surrender of
debentures valued at par, or a com bination thereof. T he w ar
rants are callable by the Com pany, in w hole or in part, at $5 .2 5
per w arrant. All of the above 7 2 0 ,0 0 0 w arrants expire on
O ctober 1 5 , 1992. A portion of the proceeds received from the
debentures w as allocated to the w arrants.
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TITLE OF INCOME STATEMENT

INCOME STATEMENT FORMAT

Table 3-1 summarizes the key word terms used in income
statement titles.

Prior to 1984, a m ajority of the survey companies presented
a single-step income statement. Table 3-2 shows that since
1984 a m ajority of the survey companies present a multiplestep income statement. A substantial numb
e r of income state
ments, both single-step and m ultiple-step, show income
taxes, or equity in operating results of investees, or minority
interest as a separate caption imm ediately preceding net in
come or income before extraordinary item.

TABLE 3-1: INCOME STATEMENT TITLE
1988

1987

1986

1985

Incom e...................................
E arnings.................................
Operations..............................
O ther......................................

314

317

146

143

319
155

130

126
14

315
150
124

Total Companies.........

600

10

600

116

11

10

600

600

Effective for fiscal years ending after December 1 5 , 1980,
the S ecurities and Exchange Com m ission requires that
annual reports to stockholders include a statement of income
presenting the 3 most recent fiscal years.

TABLE 3-2: INCOME STATEMENT FORMAT
1988

1987

1986

1985

233

251

264

265

7

8

11

15

225

220

201

181

Single-step Form
Federal income tax shown as
separate last ite m ...............
Federal income tax listed
among operating ite m s ....

Multiple-step Form
Costs and expenses deducted
from sales to show oper
ating incom e........................
Costs deducted from sales to
show gross m argin............

135

121

124

139

Total Companies...........

600

600

600

600
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REVENUES AND GAINS

TABLE 3-3: REVENUE CAPTION TITLE

Paragraphs 78 and 82 of FASB Statement o f Financial
Accounting Concepts No. 6 define revenues and gains.
78. Revenues are inflows or other enhancements of
assets of an entity or settlem ents of its liabilities (or a
combination of both) from delivering or producing goods,
rendering services, or other activities that constitute the
entity’s ongoing m ajor or central operations.
82. Gains are increases in equity (net assets) from
peripheral or incidental transactions of an entity and from
all other transactions and other events and circum 
stances affecting the entity except those that result from
revenues or investments by owners.
Paragraphs 19 and 26 of APB Opinion No. 30, Section 122
of FASB Accounting Standards— Current Text, comment on
the presentation and disclosure of gains.
Table 3-3 summarizes the descriptive income statement
captions used by the survey companies to describe revenue.
Gains most frequently disclosed by the survey companies are
listed in Table 3-4. Excluded from Table 3-4 are segment
disposals. Items shown after the caption for income taxes
(Table 3-17), and extraordinary gains (Table 3-18). Examples
of revenues and gains follow.

REVENUES
ALLEGHENY INTERNATIONAL, INC. (SEP)
1988

1987

1986

1988

1987

1986

1985

355

361

362

363

13

12

10

10

8

7

11

9

S a le s .............................................

78

85

83

90

Sales and operating revenue

27

23

21

24

17

11

14

13

94

91

91

82

Net Sales
Net sales.......................................
Net sales and operating re
venues .....................................
Net sales combined with
other te rm s ............................
Sales

Sales combined with other
te r m s .......................................
Other Captions
Revenue .......................................
Gross sales, income, bill
ings, shipments, etc...........

8

10

8

9

Total C o m p a n ie s .................

6 00

600

600

600

leases are also recognized as shipments are made. Accord
ingly, the present value of all payments due under the lease
contracts are recorded as revenue, cost of sales is charged
with the book value of the equipment plus installation costs,
and future interest income is deferred and recognized over the
lease term.

(In thousands)
Net sales......................................

$967,786

$ 650,826

$999,629

Cost of goods sold......................
Depreciation and amortization.....
Selling, general and administra
tion expenses ..........................

734,620
20,979

520,605
17,510

710,898
25,590

Operating earnings (loss).............

187,706

156,730

258,159

$943,305

$ 694,845

$994,647

$ 24,481

$ (44,019)

$

TABLE 3-4: GAINS

4,982
Number of Companies

ANACOMP, INC. (SEP)
1988

1987

1986

(Dollars in thousands)
Revenues:
Services provided......................
Equipment and supply sales.....

$189,523
260,980

$145,443
131,568

$ 86,872
22,048

$450,503

$277,011

$108,920

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS

1988

1987

1986

1985

Interest..........................................

3 05

292

277

278

Sale of assets.............................

141

151

158

149

Equity in earnings of inves
tees ..........................................

90

102

108

106

Dividends.....................................

90

85

83

73

Foreign currency transactions

63

76

80

67

Pension plan s ettlem ents.......

21

27

28

4

Rentals..........................................

20

17

14

12

Royalties.......................................

17

28

25

29

Litigation settlem ents...............

14

14

8

13

14

_

——

——

Revenue of nonhomogeneous
operations...............................

Note 1 (In Part): Summary o f Significant Accounting Poli
cies:

Public offering of subsidiary
stock........................................

8

16

8

4

Revenue Recognition

Early retirement of d e b t..........

4

5

8

16

Sales of products and services are recorded based on
shipment of products or performance of services. Revenue
from maintenance contracts is deferred and recognized in
earnings on a pro rata basis over the period of the agreement.
Revenues from the lease of equipm ent under sales-type
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R evenues

DOW JONES & COMPANY, INC. (DEC)
1988

1987

1986

(in thousands)
REVENUES:
Advertising...........................
Circulation.............................
Information services and
other.................................
Total revenues..................

$ 685,931
287,217

$ 703,780
283,916

$ 678,247
264,350

629,962

326,747

192,270

$1,603,110

$1,314,443

1988
$376,008
19,031

Net sales...........................................

1987

1986

1987

1986

(In thousands)
Gross sales...................................
Sales allowances........................

(Dollars in millions)
Revenue:
Sales..............................................
Support services...........................
Software........................................
Rentals and financing....................

REDMAN INDUSTRIES, INC. (MAR)

$1,134,867

INTERNATIONAL BUSINESS MACHINES
CORPORATION (DEC)
1988

Units w hose revenues are principally from subscription in
com e and service contracts record revenue as earned. Units
w hose revenues are principally from advertising record sub
scription incom e as received. Costs related to subscriptions
generally are expensed as incurred.

356,977

$392,820
20,093

$360,875
19,344

372,727

341,531

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Sum m ary o f Significant Accounting Policies (In Part)

$39,959
9,285
7,927
2,510

$36,424
9,297
6,836
2,699

$59,681

$34,323
8,787
5,514
3,536

$55,256

$52,160

N O T E S T O C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

M anufactured Housing S ales
R evenue is recognized from sales w hen th e product is
delivered to retailers or, fo r C om pany-ow ned retail sales loca
tions, upon approval of retail financing. M anufactured hom e
sales to retailers and retail sales to custom ers are m ade
generally under financing arrangem ents which include re
purchase agreem ents. Estim ated costs relating to product
w arranties are provided for at the d ate of sale of the hom es.

Significant Accounting Policies (In Part)
Revenue:
R evenue is recognized from sales or sales-type leases
when the product is shipped, from softw are w hen the program
is shipped or as m onthly license fees accrue, from support
services (prim arily m aintenance services) over the contrac
tual period or as the services are perform ed, from rentals
under operating leases in the month in which they accrue, and
from financing at level rates of return o ver the term of the lease
or receivable.

1987

1988

1987

1986

$215,982
189,095

$195,453
170,739

1986

Gross profit on sales.................

33,916

26,887

24,714

Operating expenses:
Selling and advertising.........
Administrative.......................

5,623
12,217

5,836
9,865

5,451
9,633

Total operating expenses.......

17,840

15,701

15,084

Income from operations............
Other income (expense):
Interest income.....................
Interest expense....................
Other.....................................

16,076

11,186

9,630

$1,817,961

$1,751,230

$1,576,834

907,085
636,619
149,564

861,883
621,123
—

750,995
546,808
—

Total expenses......................
Gain on sale of Interest in
joint venture.....................
Other income—net...............

1,693,268

1,483,006

1,297,803

221,783
38,431

—
35,364

—
12,833

Income from operations.........

$ 384,907

$ 303,588

$ 291,864

Expenses:
Operating..........................
Selling and general..........
Unusual charges..............

MOSINEE PAPER CORPORATION (DEC)

$231,947
198,031

(Thousands of dollars)
Operating revenue..................

Interest Income

Net sales...................................
Cost of sales.............................

McGRAW-HILL, INC. (DEC)
1988

GAINS

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
1 (In Part): Accounting Policies
Revenue. Tuition revenue from hom e-study courses is re
corded w hen th e contract is accepted. At the sam e tim e, a
provision for cancellation and uncollectible accounts, and esti
m ated costs to service the contracts, are recorded.

Income before provision for income taxes...........................

140
(519)
407
16,104

119
(863)
(103)
10,339

330
(739)
(568)
8,653
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PHILIPS INDUSTRIES INC. (MAR)

DATA GENERAL CORPORATION (SEP)

1988

NET SALES..................................
Cost of products sold.................
Selling, general and administra
tive expenses.........................
Total operating costs.............
Operating income........................
Other income (expense):
Interest income.......................
Interest expense.....................
Other........................................
Total other income (expense)
INCOME BEFORE INCOME
TAXES......................................

1987
1986
(In Thousands)
$692,514
$593,031 $538,332
507,005
426,316
385,783
113,450
620,455
72,059

103,383
529,699
63,332

96,614
482,397
55,935

727
(3,755)
3,066
38

1,337
(4,026)
3,107
418

2,181
(4,303)
806
(1,316)

72,097

63,750

54,619

Sale Of Assets
BRUNSWICK CORPORATION (DEC)
1988
Net sales......................................
Cost of sales...............................
Selling, general and administra
tive ..........................................
Technical segment restructuring
charges...................................
Operating earnings.....................
Interest expense.........................
Interest income and other
items, net...............................
Gain on disposition of a Tech
nical segment business.........
Earnings before income taxes...

$3,282.0
2,418.3

1987
(in millions)
$3,086.4
2,227.7

1986
$1,717.4
1,238.1

1988

1987
(in thousands)

1986

Revenues:
Equipment............................... $ 913,807 $ 850,455 $ 868,269
Service.....................................
450,927
423,893
399,690
Total revenues........................ 1,364,734
1,274,348 1,267,959
Costs and expenses:
Cost of equipment revenues..
415,978
412,841
446,457
Cost of service revenues.......
270,140
271,026
255,816
Research and development...
165,172
159,410
143,076
Selling, general, and admin
istrative...............................
470,616
437,675
390,920
Restructuring charge.............
48,700
53,800
11,000
Total costs and expenses...... 1,370,606
1,334,752 1,247,269
Income (loss) from operations..
(5,872)
(60,404)
20,690
Other income, principally in
terest.......................................
9,455
17,491
29,175
Gain on sale of Austin facility ...
5,889
—
—
Interest expense.........................
(16,209)
(27,036)
(35,747)
Income (loss) before income
taxes, equity in net loss of
unconsolidated affiliate, and
extraordinary items................
(6,737)
(69,949)
14,118
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 5. Property, Plant, an d Equipm ent

539.4

511.3

16.5
307.8
(40.5)

7.7
339.7
(46.6)

7.2

9.5

42.0
316.5

_
302.6

291.7
Sept. 24,
1988

— -

187.6
(16.3)
14.1

185.4

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
5. Dispositions a n d Restructuring
In M ay 1988, the Com pany com pleted the sale of th e filtra
tion technology business of the Technical segm ent for $6 8 .8
million, and reco g nized a $ 4 2 .0 m illion pretax gain. T h e Com 
pany also provided $ 1 6 .5 million for th e w rite-dow n of certain
assets, prim arily goodwill, of the Industrial Products Division.
The effect of the aforem entioned transactions increased 1988
net earnings by $ 1 0 .6 m illion o r $ .1 2 per share.
In 1987, the Com pany provided $ 7 .7 m illion ($ 6 .6 million
after tax or $ .0 7 per sh are) for th e relocation and intended
disposition of certain businesses of the Com pany's Industrial
Products Division.

Lan d ..............................................
Land improvements.....................
Buildings and improvements.......
Manufacturing and design equip
ment..........................................
Data processing, office, and
other equipment.......................
Computer equipment spares.......
Construction in progress.............
Total property, plant, and
equipment............................
Accumulated depreciation...........
Property, plant, and equip
ment, net..............................

$ 18,491
11,861
204,330

Depreciable
Sept. 26,
Lives
1987
in Years
(in thousands)
$ 19,288
12,526
10-12
204,216
3-25

282,878

288,495

3-8

213,906
217,863
4,295

187,064
195,526
6,659

3-10
3

953,624
(581,055)

913,774
(514,830)

$372,569

$398,944

During 1 9 8 8 th e com p an y sold its Austin, T e x a s facility for
$ 1 2 ,3 00 , realizing a gain o f $ 5 ,8 8 9 before taxes.
Properly, plant, and equipm ent a t S ep te m b er 2 4 , 1 9 8 8
includes facilities with a n original cost of $ 9 5 ,3 4 0 and a net
book value of $ 6 0 ,6 5 5 w hich a re being held for sale as a result
of th e com pany’s corporate-w ide restructuring program s.
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HOMASOTE COMPANY (DEC)

Net sales........................
Cost of sales.................
Gross profit..............
Selling, general and
administrative ex
penses ......................
Operating income..........
Other income (ex
pense):
Gain on sale of
equipment.............
Interest income.........
Interest expense.......
Earnings before income
taxes.........................

1988
$30,596,396
23,515,202
7,081,194

1987
$30,559,060
23,669,629
6,889,431

1986
$28,273,768
20,777,562
7,496,206

5,564,188
1,517,006

5,212,578
1,676,853

5,064,883
2,431,323

46,978
30,337
(163,095)
(85,780)

39,063
35,802
(124,818)
(49,953)

51,566
143,346
(130,226)
64,686

1,431,226

1,626,900

2,496,009

LONE STAR INDUSTRIES, INC. (DEC)
1988
Revenues:
Net sales....................................
Joint venture income..............
Gain on asset dispositions.....
Other income, net...................

$371,262
33,324
75,162
49,523
529,271

1987
(In thousands)
$760,780
28,094
49,245
27,000
865,119

1986

$ 883,415
9,714
138,645
14,841
1,046,615

nership interest in its ready-m ixed concrete, construction
aggregate, cement terminals, building materials and trucking
operations in Northern California to a subsidiary of RMC
Group p.I.c., a supplier of ready-mixed concrete, cement,
aggregates and related products based in the United King
dom. Lone Star received $55,000,000 in cash plus an addi
tional amount for working capital and RMC guaranteed 50% of
a $110,000,000 liability of the partnership to the company. The
$110,000,000, plus accrued interest, was collected in 1988.
The company recorded a pre-tax gain of $49,245,000 in 1987
on these transactions.
In December 1986, the company sold a 60% interest in its
cement, concrete and concrete products and construction
aggregate operations in Virginia and the Carolinas to Tarmac
PLC. The company received $236,800,000, principally in
cash, plus an additional payment in 1987 for certain assets
including in v e n to rie s , reco g nizin g a p re -ta x gain of
$138,645,000 in 1986 on this sale and the sale of certain other
assets.
The operations sold in 1 9 8 8 ,1987 and 1986 contributed the
following results for the years ended December 31, 1988,
1987 and 1986 through their respective dates of disposition.
The results include 100% of the sales and the proportionate

share of operating profits and joint venture incom e of the
operations sold (in thousands):
1988
$
—
$
—
$11,497

Net sale s ...........................................
Operating profits...............................
Joint venture income........................

1987
$282,700
$ 16,257
$ 13,704

1986
$351,642
$ 57,592
$
356

N O T E S T O F IN A N C I A L S T A T E M E N T S
1.

G a in o n A s s e t D is p o s it io n s

In December 1988, the company received 188,000 shares
of redeemable preferred stock of Tarm ac America, Inc. for the
company’s 40% interest in Tarmac-LoneStar, Inc., a joint
venture producing cement, concrete, concrete products and
construction aggregates in Virginia and the Carolinas. The
preferred stock, with a redemption value of $1,000 per share,
a face and fair market value of $188,000,000 and a dividend
rate of 6.75% per year, entitles the company to not less than
20% of the voting power of Tarm ac America, Inc., provides for
mandatory redemption on December 31, 1998, and is re
deemable at the option of Tarmac America, Inc., upon certain
conditions including change of control of the company. Re
demption may also be mandated by the company upon certain
conditions. Tarm ac PLC, a construction and building materials
company based in the United Kingdom, is committed to en
sure that Tarmac America, Inc., is at all times capable of
meeting ail of the obligations related to the preferred stock.
The company recorded a pre-tax gain of $75,162,000 on the
transaction. Related taxes on the transaction, although pro
vided for, are not payable until redemption of the stock.
In December 1987, the company sold a 50% partnership
interest in its ready-mixed concrete and construction aggre
gate operations and its cement terminals in the Pacific North
west to a subsidiary of Onoda Cement Co., Ltd., a cement
manufacturer in Japan. The company received $24,000,000
in cash and a note receivable of $32,447,000 which was
collected in 1988, plus an additional amount for working capi
tal. In December 1987, the company also sold a 50% part

THE TIM ES MIRROR COMPANY (DEC)
1987
1986
(in thousands)
$2,920,310
$3,259,372 $3,079,584
62,761
27,826
73,256
3,142,345
2,948,136
3,332,628
1,623,351
1,670,288
1,775,702
1988

Operating revenues..............
Other income........................
Cost of sales.........................
Selling, administrative and
general expenses.............
Interest expense....................
Income before gain (loss)
on sales of assets and in
come taxes.......................
Gain (Loss) on sales of
assets................................
Income Before Income
Taxes ................................

1,016,003
57,717
2,849,422

894,861
52,631
2,617,780

806,961
59,742
2,490,054

483,206

524,565

458,082

58,880

(29,225)

222,150

542,086

495,340

680,232

N o te D ( In P a r t) : D is p o s it io n s

During 1988 the company sold certain assets of Times
Mirror Press to GTE Directories Corporation for approximately
$33,000,000 and also sold more than 171,000 acres of timberlands for approximately $85,811,000. These sales resulted in
an aggregate gain of $58,880,000 before income taxes and
$39,969,000 (31 cents per share) after applicable income
taxes.
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SLATTERY GROUP INC. (DEC)

DRAVO CORPORATION (DEC)
1987

1988

1986

1988

(000 omitted)
Revenues:
Construction contracts..............
Gain on sale of subsidiary (Note
12)........................................
Interest and other.....................
Total revenues..........................

$196,582

$217,128

$190,406

1,913
3,454

2,133

2,241

201,949

219,261

192,647

—

1987

1986

(In thousands)

—

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
12. S ale o f Subsidiary’s Assets
O n Septem ber 1 6 , 1988, the Com pany sold substantially all
the assets of G row Tunneling C orp., a w holly owned subsid
iary. T h e proceeds of the sale, including the reim bursem ent of
c e rta in ta x lia b ilitie s , am o u n ted to $ 2 0 ,1 7 6 ,0 0 0 , w ith
$ 1 7 ,1 7 6 ,0 0 0 paid in cash and th e balance payable in three
equal annual installm ents. T he Com pany recognized a gain of
$ 1 ,9 1 3 ,0 0 0 on the sale.

Revenue....................................
Cost of revenue.........................

$273,594
218,698

$255,966
199,009

$244,328
189,267

Gross profit...............................
Restructuring expenses.............
Selling, general and administra
tive expenses .......................

54,896

56,957
4,684

55,061

33,871

—

—

33,116

37,323

Income from operations............
Other income (expense);
Equity in earnings of unconsoli
dated affiliates......................
Interest income.........................
interest expense.......................

21,025

19,157

17,738

1,151
3,908
(10,035)

1,682
3,678
(8,615)

204
5,419
(9,471)

Net other (expense)..................

(4,976)

(3,255)

(3,848)

Income before taxes from con
tinuing operations.................

16,049

15,902

13,890

1987

1986

Foreign Currency Transactions
HALLiBURTON COMPANY (DEC)

Equity In Earnings Of Investees

1988

(In millions)

THE DOW CHEMICAL COMPANY (DEC)
1988

1987

1986

(In millions)
Net sales............................................

$16,682

Operating costs and expenses
Cost of sales..................................
9,744
Insurance and finance company
operations, net expense (in
come) .......................................
(28)
Research and development ex
penses.............................................
772
Promotion and advertising ex
penses.............................................
415
Selling and administrative ex
penses.......................................
1,625

$13,377
8,660

20

$11,113
7,727

(57)

670

605

329

309

Revenues
Services.................................
Sales....................................
Equity in income (losses) of
related companies............

$4,149.5
676.2
13.0

$3,261.7
573.8
(5.2)

$3,149.7
776.8
(17.5)

Total revenues......................

4,838.7

3,830.3

3,909.0

Operating Costs and Expenses
Services.................................
Sales....................................
Special write-downs (Note 5)
General and administrative....

3,883.0
568.2
—
234.7

3,095.3
495.0
188.8

3,079.1
684.0
502.9
198.3

Total operating costs and ex
penses..............................

4,685.9

3,779.1

4,464.3

1,406

1,190

Total operating costs and expenses

12,528

11,085

9,774

Operating income..............................

4,154

2,292

1,339

89
86
30

43
94
24

(6)
78
36

Operating income (loss)............
Interest expense.......................
Interest income.........................
Foreign currency gains (Note
14)........................................
Other nonoperating income, net
Benefit (provision) for income
taxes....................................
Minority interest in net loss of
consolidated subsidiaries.....

(397)

(383)

Income (Loss) Before Change in
Accounting Method..............

39
36

30
142

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS

2,131

1,236

Other income (expense)
Equity in earnings of 20%-50%
owned companies.....................
Interest income..............................
Capitalized interest.........................
Interest expense and amortization
of debt discount.............................
Gains on foreign currency transac
tions .........................................
Sundry Income (expense)— net.....
Income before provision for taxes on
income and extraordinary item .....

(400)
5
(97)
3,867

152.8
(59.4)
51.0

—

51.2
(61.6)
63.2

(555.3)
(77.1)
66.6

4.6
2.5

4.5
1.2

5.7
8.6

(68.8)

(12.7)

33.0

1.9

2.3

3.3

84.6

48.1

(515.2)

14. Foreign Currency Translation.
T he Com pany’s prim ary functional currency is the U .S .
dollar. Accordingly, m ost foreign entities translate m onetary
assets and liabilities a t year-end exchange rates w hile non
m onetary item s are translated at historical rates. Incom e and
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expense accounts are translated at the average rates in effect
during the year, except for depreciation and cost of sales
which are translated at historical rates. Therefore, translation
adjustments and transaction gains or losses are recognized in
consolidated income in the year of occurrence. The remaining
entities use the local currency as the functional currency and
translate net assets at year-end rates while income and ex
pense accounts are translated at average exchange rates.
Adjustments resulting from these translations are reflected in
the Shareholders’ Equity section titled “ Cumulative Transla
tion Adjustm ent.”
Same transactions of the Company and its subsidiaries are
used to hedge, or protect the value of the investments in
foreign subsidiaries. Gains or losses from the hedges are not
included in the income statement but are shown in the cumula
tive translation adjustm ent account.

PACCAR INC. (DEC)
1988

Revenues
Net sales..........................
Other.................................
Costs and Expenses
Cost of sales....................
Selling and administrative.
Interest.............................
Restructuring costs..........

1987

1986

(In Thousands of Dollars)
Revenues;
Chemicals and other:
Net sales.................
insurance:
Premiums................
Net investment in
come....................
Mortality, surrender
and administrative
charges................
Realized gains on in
vestments............
Total....................
Costs and Expenses:
Chemicals and other;
Cost of goods sold ..
Selling, general and
administrative ex
penses.................
Research and de
velopment ex
penses.................
Interest expense.......
Other (income), net..
Insurance:
Benefits and claims..
Underwriting, ac
quisition and in
surance expenses.
Total....................
income before income
taxes.............................

$3,112,196
10,278

$2,423,539
3,056

$1,795,633
2,913

3,122,474

2,426,595

1,798,546

2,656,489
246,330
8,171

2,087,999
195,737
5,444

1,591,045
144,090
2,867
18,093

2,910,990

2,289,180

1,756,095

211,484

137,415

42,451

155,238

127,427

116,660

87,461
25,971

72,998
20,547

71,374
18,564

FINANCIAL SERVICES:

ETHYL CORPORATION (DEC)
1988

1986

MANUFACTURING:

Manufacturing income Before
Income Taxes..................

Nonhomogeneous Operations

1987
(thousands)

$2,011,487

$1,720,338

$1,579,254

320,599

217,641

197,289

Revenues
Interest and other.............
Costs and Expenses
Interest.............................
Operating..........................
Provision for losses on re
ceivables ......................

9,833

5,827

1,912

123,265

99,372

91,850

31,973

28,055

24,810

Short-term investment in
come ...........................

24,265

19,617

19,590

Total Income Before Income
Taxes ...............................

267,722

185,087

86,851

Financial Services Income
Before Income Taxes........

OTHER:
320,553

50,686

268,925

44,503

215,581

37,068

14,640

23,295

28,674

706,478

554,364

478,612

2,717,965

2,274,702

2,057,866

QUAKER STATE CORPORATION (DEC)
1988

1987

1986

(in thousands)
1,481,612

181,191

58,600
64,691
(21,699)

1,260,900

165,107

50,108
56,863
(16,695)

1,148,737

47,055
45,869
(5,759)

1,516,283

1,379,930

530,299

388,254

330,405

70,090

61,175

56,584

600,389

449,429

386,989

2,364,784

1,965,712

1,766,919

308,990

$799,315
69,789

$847,952
55,822

$926,879
51,826

Other, net..................................

869,104
8,341

903,774
6,124

978,705
7,314

877,445

909,898

986,019

573,983

612,966

647,316

53,955

42,164

37,464

190,977
39,201
7,500
(5,804)

192,446
39,467
5,062

122,000

168,681
35,675
6,995
—

1,014,105

896,131

144,028

1,764,395

353,181

Revenues
Sales and operating revenues ...
Insurance revenues (Note 4).....

290,947

Costs and expenses
Cost of sales and operating
costs.....................................
Insurance contract and benefit
costs (Note 4 ) ......................
Selling, general and administra
tive .......................................
Depreciation and depletion........
Interest......................................
Unusual Items............................

859,812
Income (loss) before income
taxes .....................................

17,633

(104,207)

89,888
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ELECTRO-NUCLEONICS, INC. (JUN)
1988

4 (In Part): H eritage Insurance Group:
H eritage is an insurance holding com pany principally en
gaged through its subsidiaries in the business of credit life,
accident and health and special indem nity insurance.

Net s a le s .................................................

$ 6 8 ,6 7 8

6 5 ,1 9 7

6 2 ,9 9 3

3 8 ,1 6 9

3 9 ,0 2 9

3 6 ,4 7 3

4 ,3 2 3

4 ,5 0 5

4 ,9 9 0

Research and development ex
penses ..........................................
Discontinued product lines..........

(in thousands)

1986

Costs and expenses:
Cost of s a le s ....................................

H eritag e’s condensed incom e statem ent for the years end
ed D ecem ber 3 1 , 1 9 8 8 , 19 87 and 1986 are presented below:

1987

(Thousands of dollars)

5 ,2 2 0

—

—

1988

1987

1986

P rem ium s...............................................

$ 5 6 ,9 6 4

$ 4 5 ,1 2 9

$ 3 9 ,5 5 8

tive e x p e n s e s .............................

2 5 ,7 0 5

2 4 ,3 0 0

1 9 ,7 8 4

Net investment incom e.......................

8 ,4 4 9

6 ,9 3 5

6 ,2 8 6

Total costs and e x p e n s es ............

6 8 ,1 9 7

7 3 ,0 5 4

6 1 ,2 4 7

Operating earnings (lo s s )..................

481

Realized investment g a in s ................

671

1 ,0 9 9

3 ,7 7 7

Other, n e t ...............................................

3 ,7 0 5

2 ,6 5 9

2 ,2 0 5

Total revenue....................................

6 9 ,7 8 9

5 5 ,8 2 2

5 1 ,8 2 6

Policy and contract benefit ex
penses.................................................

(3 0 ,7 0 0 )

(2 2 ,8 9 0 )

(1 9 ,9 6 4 )

Amortiza tio n of deferred policy ac
quisition c o s ts .................................

(2 3 ,2 5 5 )

(1 9 ,2 7 4 )

(1 7 ,5 0 0 )

General and administrative c o s ts ...

(1 0 ,1 4 1 )

(8 ,4 8 8 )

Income before income ta x e s .

5 ,6 9 3

5 ,1 7 0

7 ,6 0 7

9 10

1 ,0 7 5

Provision for income ta x e s ...............

951

Net incom e..............................................

$ 4 ,7 4 2

$ 4 ,2 6 0

(6 ,7 5 5 )

Selling, general and administra

(7 ,8 5 7 )

1 ,7 4 6

Other income (expense):
Interest e xp e n s e .............................

(7 39 )

(691)

(728)

Interest and dividend in c o m e ....

465

6 96

2 03

Royalty income, n e t.......................

144

144

7 47

Other, n e t..........................................

6 43

(127)

Total other income (e xp en s e)....

513

22

(7 0)
152

Earnings (loss) before income
taxes....................................................

9 94

(7 ,8 3 5 )

1 ,8 9 8

1988

1987

$ 6 ,5 3 2

Pension Plan Settlement
Royalties

GENESCO INC. (JAN)

AMERON, INC. (NOV)

1989

(In Thousands)
1988

1987

1986

($000)

Net sales............................................

$ 4 6 2 ,7 6 6

$ 4 0 5 ,8 4 4

$ 5 1 4 ,5 8 9

Cost of s a le s ....................................

2 9 4 ,0 7 2

2 5 6 ,9 6 6

3 2 5 ,5 4 5

1 4 9 ,2 1 8

1 3 9 ,9 8 6

178,051

1 9 ,4 7 6

8 ,8 9 2

1 0 ,9 9 3

1 3 ,3 7 3

Selling and administrative ex

Sales......................................................

$ 3 6 3 ,6 2 5

$30 8 ,1 9 1

$ 3 1 4 ,7 0 5

Cost of S a le s .....................................

2 6 8 ,0 6 0

2 2 6 ,9 1 2

228,251

penses ..........................................

9 5 ,5 6 5

8 1 ,2 7 9

8 6 ,4 5 4

Earnings from operations before

Gross Profit.........................................

other income and expenses ..

Expenses
Selling, general and adm inis

Other expenses (income):

tra tiv e .........................................

7 6 ,1 9 8

7 7 ,5 5 7

7 2 ,3 1 0

Interest exp e n s e ..............................

9,511

9 ,9 6 7

Interest............................................

9 ,6 4 2

8 ,1 0 8

8 ,9 6 3

Interest in c o m e ...............................

(2 ,1 6 0 )

(3 ,6 3 9 )

(1 ,5 9 4 )

Other expenses (in co m e ).............

(1 ,2 7 6 )

( 4 ,7 17)

3 ,1 1 0

Pension plan settlement g a in . . . .

(2 ,2 9 8 )

Other Income (Expense)
Royalties and fees from affili
ated companies and licens

Gain on divestitures.......................

ees ..............................................

2 ,6 0 9

4 ,7 5 0

3 ,8 1 9

Sale of assets, n e t .....................

1 ,5 8 4

1 1 ,6 1 8

14

Interest............................................

4 00

2 ,5 4 6

1 ,1 8 3

Miscellaneous, n e t .....................
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Income before Income T a x e s .......

1 4 ,6 0 0

(83)
1 4 ,4 4 5

(1 .2 6 6 )
8,931

0

0

0

0

n e t..................................................

3 ,7 7 7

1,611

(4 ,2 2 7 )

Pretax e arn in g s ...............................

1 5 ,6 9 9

7,281

1 5 ,2 2 0

(1 9 ,1 1 6 )

Total other expenses (incom e),

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 12 (In Part): Retirem ent Plans a n d O ther Postretire
m ent Benefits
In D ecem ber 1988, th e G enesco R etirem ent Plan substan
tially reduced accum ulated benefit obligations by the purch
ase of nonparticipating group annuity contracts for approx
im ately 80 % of th e P lan’s retired participants. This settlem ent
w as accounted for in accordance w ith S FA S No. 88, "Em 
ployers’ Accounting for S ettlem ents and C urtailm ents of D e
fined B enefit Pension Plans and for Term ination B enefits,’’
and resulted in a gain to the Com pany of $ 2 ,2 9 8 ,0 0 0 .
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Revenues

Litigation Settlement

Public Offering Of Subsidiary Stock

THE LUBRIZOL CORPORATION (DEC)

SMITHKLINE BECKMAN CORPORATION (DEC)

198 8

1987

1988

1986

Net s a le s ....................................

$ 1 ,1 1 7 ,4 9 3

$ 1 ,0 1 3 ,4 3 0

$ 9 7 6 ,7 7 6

Sales....................................................

8 ,4 0 6

Cost of sales...............................

Total revenues.....................

1 ,1 2 5 ,7 3 1

1 ,0 2 2 ,2 7 7

9 8 5 ,1 8 2

Marketing, administrative and

Cost of sales.............................

7 8 3 ,1 1 3

7 1 3 ,1 5 2

6 9 5 ,0 6 8

nues ................................................

8 ,2 3 8

8 ,8 4 7

$ 4 ,7 4 9 .0

$ 4 ,3 2 8 .8

$ 3 ,7 4 5 .4

general ....................................

1 ,7 7 4 .3

1 ,5 4 1 .2

1 ,3 1 5 .2

1 ,7 2 6 .7

1 ,4 8 7 .0

1,289.1

495 .1

4 2 3 .7

3 7 6 .9

Research, development and

Selling, testing and adminis
1 6 1 ,4 5 6

1 4 1 ,6 9 8

1 29 ,42 7

engineerin g............................
Restructuring and other non

Research and development
expenses...............................
Total c o s t and expenses..

1986

Operating costs and expenses:

Royalties and other reve

trative expenses..................

1987
(Dollars in millions)

(In Thousands of Dollars)

6 5 ,3 2 0

6 1 ,5 3 8

1 ,0 0 9 ,8 8 9

9 1 6 ,3 8 8

5 1 ,2 2 3

8 1 ,1 8 0

Special charges........................

(3 1 ,1 5 4 )

8 7 5 ,7 1 8

Other income— n e t..................

1 7 ,2 8 7

(7 ,1 9 2 )
2 7 ,5 4 0

8 ,7 9 8

9 ,2 3 5

8 ,0 5 8

Interest expense...............................

(6 ,2 0 3 )

(6 ,2 7 3 )

(7 ,9 4 0 )

Income before income taxes

Interest in co m e..........................

4 1 .5

Interest expense........................

(1 4 1 .0 )

8 7 6 .9

5 7 .8
3 ,0 3 9 .0
7 0 6 .4

1 28 ,66 4

N O TES TO FIN A N C IA L STA TEM EN TS

5 2 .0
(1 1 3 .4 )

65.1
(5 1 .0 )

Gain on subsidiary sale of
stock.........................................

1 2 9 ,1 9 9

3 6 3 .6

—
3 ,4 5 1 .9

Nonoperating income (expense):
1 9,0 82

Interest incom e..................................

1 8 5 ,7 5 0

3 8 9 .3
4 ,3 8 5 .4

Operating incom e............................

Patient litigation settlem ent..

and accounting c h a n g e ...

recurring charg es................

Other, n e t ....................................

Earnings before income ta x e s ...

46.1

—

—

(1 .8 )

(1 2 .6 )

1 .8

(5 5 .2 )

(7 4 .0 )

1 5 .9

3 0 8 .4

8 0 2 .9

7 2 2 .3

Note 7— Patent Litigation Settlem ent an d O ther Items
T he patent litigation settlem ent in 1988 consisted of $8 0
m illion in cash and $ 6 million in trade credits and is presented
net o f directly related expenses.
T he special charges recorded in 1988 include $17.1 million
for discontinuance of certain agricultural biotechnology re
search program s and the w rite-dow n of an investm ent, and
$14.1 m illion for w rite-dow n of several investm ents in the
venture developm ent area. In 1987, special charges w ere for
a w rite-off of intangible assets in a plant science research
program .
O ther incom e-net consists of the following:

Gain on sale of investm ents..................

1988

1987

1986

$ 1 0 ,2 4 2

$ 2 1 ,2 3 4

$ 1 5 ,6 3 7

1 ,4 7 4
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Equity earnings of non-consolidated
c o m panies.............................................

5 ,0 2 4

Gains on investee stock issuances. . . .
Other— n e t ..................................................

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Dollars in millions
2 (In Part): Acquisitions an d Subsidiary S ale of Stock
In the fourth quarter 1988, Beckm an Instrum ents, Inc., a
w holly-ow ned subsidiary o f the Com pany, com pleted an initial
public offering o f 4 ,5 0 0 ,0 0 0 o f its comm on shares following
which the Com pany’s investm ent decreased to 84 .2% . The
Com pany recognized a $46.1 gain without provision for in
com e taxes on the transaction since it has no present intention
of disposing of its rem aining investm ent. In 1988, Beckm an
Instrum ents sales w ere $ 7 7 0 .3 and net incom e w as $ 4 2 .5 .

Minority interest in Loss Of Subsidiary
HON INDUSTRiES INC. (DEC)

1 ,7 7 6
2,021

3 ,0 5 6

2 ,9 6 5

$ 1 7 ,2 8 7

$ 2 7 ,5 4 0

$ 1 9 ,0 8 2

1988

1987

1986

Net sates............................................

$ 5 3 2 ,4 5 6

$ 5 1 6 ,2 6 2

$ 4 6 0 ,1 3 7

Cost of products s old....................

3 6 6 ,5 9 9

3 5 5 ,4 5 6

3 0 1 ,1 9 7

Gross P ro fit................................

1 6 5 ,8 5 7

1 6 0 ,8 0 6

1 5 8 ,9 4 0

Selling and administrative ex
pen s e s ..........................................

122,351

1 1 7 ,8 7 6

1 08 ,29 6

Operating Incom e............................

4 3 ,5 0 6

4 2 ,9 3 0

5 0 ,6 4 4

Interest expense, net.....................

2,141

1 ,3 5 0
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Gain on sale of real estate held
for re s a le .....................................

168

—

(3 86 )

(307)

3 ,5 3 7

Minority interest in net loss of
subsid iary....................................

—

Income From Continuing Opera
tions Before Income Taxes ...

4 1 ,9 1 9

4 1 ,8 8 7

5 3 ,9 6 0
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GREIF BROS. CORPORATION (OCT)

HARMON INDUSTRIES, INC. (DEC)
1987

1986

(Thousands of dollars)
Net sales............................................
Cost of sales......................................

$64,558
46,734

$57,068
41,492

$47,223
32,693

Gross profit...................................
Selling, general and administrative
expenses.......................................
Amortization of cost in excess of fair
value of net assets of subsidiaries
acquired........................................
Miscellaneous income— n et..............

17,824

15,576

14,530

12,493

10,856

9,362

203
217

182
144

158
78

Operating income..........................
Interest expense.................................
Minority interest in loss of consoli
dated subsidiary.............................

5,345
1,835

4,682
1,606

5,088
950

256

44

—

Earnings before incometaxes.............

3,766

3,120

4,138

Insurance Proceeds
GALAXY CARPET MILLS. INC. (SEP)
1988

1987

1988
$411,676,423

1987
$354,650,002

1986
$315,549,565

2,251,042

2,206,707

1,703,589

8,703,985

9,363,776

6,961,015

2,841,980
425,473,430

366,220,485

324,214,169

Note 4— lnsurance P roceeds
T h e Com pany realized $ 2 ,8 4 1 ,9 8 0 in incom e from the set
tlem ent of prior years’ business interruption insurance claim s
on the G reif Board pap er m ill. T hese claim s w ere the result of
two separate business interruptions arising in 1985 and 1986.
No previous incom e recognition w as determ inable until the
insurance carrier and the Com pany reached an agreem ent in
January 1988.

1986

Net sales...................
Cost of goods sold....

$273,192,586
229,526,108

$262,726,208
200,787,415

$204,007,118
160,085,073

Gross margin............

43,666,478

61,938,793

43,922,045

Expenses:
Selling and warehous
ing .......................
General and adminis
trative...................

32,486,072
6,244,035

7,838,164

7,718,162

Total..........................

38,730,107

44,850,171

37,474,621

Operating income.....

4,936,371

17,088,622

6,447,424

Other expense (in
come);
Interest expense........
Other— net (Note 12).

6,304,844
(759,556)

4,898,037
328,822

4,320,699
250,934

Total other expensen et.......................

5,545,288

5,226,859

4,571,633

Income (loss) before
income taxes........

Net sales....................
Other income:
Gain on sales of
timber and tim
ber properties...
Interest, oil royal
ties and other...
Settlement of busi
ness interrup
tion insurance
on paper mill
(Note 4 )............

Franchise Income
IPCO CORPORATION (JUN)

(608,917)

37,012,007

11,861,763

29,756,459

1,875,791

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
12. Insurance Proceeds
O ther— net in 1988 includes an insurance settlem ent of
$ 8 7 5 ,0 0 0 related to a business interruption claim for incom e
lost w hen th e C o m p an y’s d yeh o use in D alto n , G eo rg ia
flooded in January, 1988. In addition, the Com pany received
approxim ately $ 1 ,5 0 2 ,0 0 0 in insurance proceeds as reim 
bursem ent for the value of inventories dam aged in the flood.

Net sales.......................................
Cost of goods sold.......................
Gross profit on sales.....................
Franchise income..........................
Gain on sale of assets..................

1988
1987
1986
(In Thousands of Dollars)
$216,611
$210,546 $194,873
108,418
105,698
96,841
108,193
104,848
98,032
4,386
811
—
—
—
4,183

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Franchise Revenues: Initial franchise fees and gain on sale
of assets are recognized as incom e at th e tim e of sale. Fran
chise royalty revenues are based on franchisees’ sales and
are recognized as earned.
Note 4. Franchise Activity
In fiscal 1988, 2 6 form er com pany-ow ned Sterling O ptical
stores w ere franchised bringing the overall store franchise
total to 3 3 since th e franchising program began in the last
quarter of fiscal 1987. S even Sterling O ptical stores w ere
franchised during th e fourth q uarter of fiscal 1987.
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R evenues

Franchising incom e, as shown in th e statem ents of consoli
dated incom e, for th e tw o years ended June 3 0 , 1988 included
the following com ponents (in thousands):

Gain on sale of assets.........................................................................
Franchise fees.............................................................................................
Royalties.........................................................................................................
Other.................................................................................................................

1988

1987

$2,945
390
683
368

$663
105
43
—

$4,386

$811

T he C om pany has an arrangem ent with two banks to sell up
to $ 1 2 ,5 0 0 ,0 0 0 of notes received on the sale of franchises.
The notes are sold at face value with full recourse to the
C om pany. A t Ju n e 3 0 , 1 9 8 8 and 19 87 , $ 7 ,6 7 2 ,0 0 0 and
$9 9 8 ,5 0 0 , respectively, of such notes w ere open.

Transfer of Assets To Investee
OPTICAL COATING LABORATORY. INC. (OCT)
1988

1986

1987

T he Flex Products, Inc. joint venture received an $1 8 million
investm ent plus a $ 5 m illion w orking capital loan from IC I for
IC I’s 60% interest. In consideration for O C LI’s contribution of
the assets and business o f its Flex Products Division and a
covenant not to com pete w ith the joint venture, Flex Products,
Inc. assum ed and paid $ 1 2 million of O C L I’s bank term loan
and paid O C LI $ 6 m illion cash for a total of $ 1 8 m illion. In
addition, O C LI w ill receive $ 5 million over the next five years
under a research and developm ent contract, $ 1 .8 million in
technology fees o ver th e next two years and royalties starting
at 10% of joint venture sales and declining to 4% of sales over
five years and continuing until a total of $ 1 3 .7 million is re
ceived. T he joint venture agreem ent also includes a buy out
option of the Com pany’s interest by IC I beginning after five
years.
T he com pany received proceeds in excess of the carrying
am ount of the assets contributed to the joint venture. Excess
proceeds have been allocated first to reduce the carrying
am ount of the Com pany’s investm ent to zero, with the rem ain
ing excess proceeds reported as gain on sale of equity in
affiliated com pany. S ince the Com pany carries its investm ent
in the joint venture at zero and does not intend to m ake further
investm ent in th e joint venture, it w ill not recognize future
losses attributable to its equity position in the joint venture.

(Amounts in thousands)
Net sales............................................................
Costs and expenses;
Cost of sales............................................
Research and development..........
Selling and administrative..............

$81,152

$69,392

$63,655

54,075
3,851
15,866

43,721
4,700
14,901

40,050
5,020
14,229

Total costs and expenses..............

73,792

63,322

59,299

Earnings from operations......................
Other income (expense):
Interest income......................................
Interest expense....................................
Equity in loss of affiliated com
pany..........................................................
Gain on sale of equity in affili
ated company....................................
Unusual charges;
Restructuring expenses....................
Environmental contingency
costs........................................................
Earnings before taxes on income...

7,360

6,070

4,356

1,453
(2,666)

2,404
(633)

2 ,7 11
(176)

(2,487)

(5,388)

(3,610)

9,971

Nonrecurring/Unusual Gains
ALBERTO CULVER COMPANY (SEP)

Net sales..............................
Cost and expenses:
Cost of products
sold............................
Advertising, prom
otion, selling
and administra
tive..............................
Interest expense . ..

(4,800)

Total costs and ex
penses ....................

(1.500)

Earnings from con
tinuing operations
before gain on sale
of investment and
provision for in
come taxes................
Gain on sale of in
vestment (note 11)

7,331

2,453

3,281

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
3. Gain on S ale o f Equity in Affilia te d C om pany
T he Com pany executed a letter of intent in O ctober 1988 to
form a joint venture consisting of its Flex Products Division
with IC I Am ericas Inc., the U .S . subsidiary of Im perial C hem i
cal Industries PLC (IC I). T he new joint venture, Flex Products,
Inc., is 40 % ow ned by the Com pany and 60 % owned by IC I.
T he financial statem ents of th e Com pany have been restated
to reflect the net operating results of the form er Flex Products
Division as equity in loss of affiliated com pany. T he pre-tax
gain on this transaction of $ 9 ,9 7 1 ,0 0 0 has been included as
gain on sale of equity in a ffilia te dcom pany in th e fourth quarter
of 1988. N et sales and costs and expenses presented in the
Consolidated Statem ents of Earnings have been restated to
exclude sales and costs and expenses of the form er Flex
Products Division.

Earnings from con
tinuing operations
before provision
for income taxe s ...

1988

1987

1986

$604,708,002

514,491,442

435,355,255

275,893,896

240,006,380

204,659,074

282,520,171
5,926,771

236,950,979
4,509, 732

201,609,252
5,801,542

564,340,838

481,467,091

412,069,868

40,367,164

33,024,351

23,285,387

33,024,351

23,285,387

3,676,709

44,043,873

N O TES TO F IN A N C IA L STA TEM EN TS
(11) Sale o f Investm ent
During 1988, th e com pany sold its investm ent in the com 
mon stock of another com pany. T h e investm ent had been
m ade pursuant to an unsuccessful m erger proposal. T he sale
resulted in a nonrecurring gain o f $ 2 ,2 6 8 ,7 0 9 or $. 16 p er share
after deducting incom e taxes of $ 1 ,4 0 8 ,0 0 0 .
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ALLIED-SIGNAL INC. (DEC)
1988

1987

1986

(Dollars in millions)
Net s a le s .................................................

$ 1 1 ,9 0 9

$ 1 1 ,1 1 6

$ 9 ,8 8 8

Cost of goods s o ld .............................

9 ,6 0 6

8 ,9 0 9

7 ,6 7 7

1 ,4 5 7

1 ,2 9 6

Selling, general and administrative
expenses............................................

1 ,4 2 5

Streamlining and restructuring........

175

Total costs and expenses..................

1 1 ,2 0 6

1 0 ,3 6 6

8 ,9 7 3

Income from op era tio n s ....................

7 03

7 50

9 15

Other in co m e .........................................

105

170

151

—

—

Gain on Union Texas com mon
stock issuance.................................

108

Nonrecurring ite m s .............................

143

—

—

Interest and other financial charges

(318)

(264)

(257)

6 33

764

8 09

Income from continuing operations
before taxes on incom e.................

NOTES TO FINANCIAL STATEMENTS

5. Nonrecurring Items
The 1988 nonrecurring items of $143 million (after-tax $67
million, or $.45 a share) consist of a gain of $165 million
(after-tax $81 million, or $.54 a share) from the sale of the
Bendix Electronics business and from the form ation of a joint
venture between the Company and Union Carbide Corpora
tion (Union Carbide); partly offset by a provision of $22 million
(after-tax $14 m illion, or $.09 a share) for environmental ex
penditures for shutdown facilities.

FMC CORPORATION (DEC)
1988

1987

1986

(In thousands)
Revenue
S a le s .............................................

Included is pension-related income of $24.3 million, $37.5
million and $53.2 m illion in 1988,1987 and 1986, respectively,
as well as LIFO-related benefits of $5.7 m illion, $11.8 million
and $15.1 million. Unusual items in 1988 also included a $3.2
million gain on a legal settlem ent and a $5.6 m illion gain on the
recovery of a receivable. Unusual items in 1987 included a
$7.3 million gain on a legal settlem ent and costs related to
reorganization and relocation of certain operations. Unusual
items in 1986 included a $34.1 m illion gain on the exchange of
PMC’s interest in a biotechnology joint venture (Note 6), $26.7
million of gains on sales of operations (Note 2), a $39.8 million
write-down of petroleum equipment assets, costs related to
the reorganization and relocation of certain operations, and
the effect of a strike at Naval Systems Division.

$ 3 ,2 8 6 ,9 0 7

$ 3 ,1 3 9 ,1 3 3

$ 3 ,0 0 2 ,7 4 6

Equity in net earnings of
affiliates (Notes 1 and 6 ) . .

6 ,5 2 5

4 ,6 6 7

4 ,4 1 6

Other in c o m e .............................

1 8 ,9 5 0

1 5 ,4 3 3

6 ,9 6 2

Total rev e n u e .............................

3 ,3 1 2 ,3 8 2

3 ,1 5 9 ,2 3 3

3 ,0 1 4 ,1 2 4

2 ,4 3 3 ,5 3 2

2 ,3 5 3 ,1 1 3

2 ,2 0 1 ,2 4 0

trative expenses....................

4 2 8 ,6 7 7

4 2 0 ,7 3 5

4 1 3 ,6 4 3

Research and developm ent...

1 4 3 ,6 2 4

1 3 2 ,0 4 9

1 4 5 ,7 7 2

Minority interests.......................

8 ,3 1 9

4 ,7 3 8

1,7 0 3

Total costs and expenses.......

3 ,0 1 4 ,1 5 2

2 ,9 1 0 ,6 3 5

2 ,7 6 2 ,3 5 8

EXPENSES AND LOSSES
Paragraphs 80 and 83 of FASB Statem ent o f Financial
Accounting Concepts No. 6 define expenses and losses.
80. Expenses are outflows or other using up of assets
or incurrences of liabilities (or a combination of both) from
delivering or producing goods, rendering services, or car
rying out other a ctivities th a t constitute the entity’s
ongoing major or central operations.
83. Losses are decreases in equity (net assets) from
peripheral or incidental transactions o f an entity and from
ail other transactions and other events and circum 
stances affecting the entity except those that result from
expenses or distributions to owners.
Paragraphs 19 and 26 of APB Opinion No. 30, Section 122
of FASB Accounting Standards— Current Text, comment on
the presentation and disclosure of losses.
Table 3-5 reveals that most of the survey companies show a
single caption and amount for cost of goods sold. Table 3-6
summarizes the nature of the expenses, other than cost of
goods sold.

Costs and expenses
Cost of sale s ...............................
Selling, general and adminis

Operating earnings before
unusual ite m s .......................

2 9 8 ,2 3 0

2 4 8 ,5 9 8

2 5 1 ,7 6 6

Unusual items (Note 1 ) ..........

3 9 ,6 9 9

4 2 ,9 8 2

7 1 ,6 4 5

Earnings before interest, gain

TABLE 3-5: EXPENSES--COST OF GOODS SOLD
CAPTIONS
1988

1987

1986

1985

Cost of sales.......................
Cost of products sold.............
Cost of goods sold....................

242

2 43

232

221

114

114

120

124

104

105

118

116

Elements of c o s t .......................

10

8

7

13

Other captions............................

95

97

92

87

561

Single Amount

on FMC Gold Company
sale of stock, taxes and
extraordinary ite m ...............

3 3 7 ,9 2 9

2 9 1 ,5 8 0

323,411

N O TES TO C O N S O L ID A T E D F IN A N C IA L STATE
MENTS

Note 1 (In Part):

Unusual items. Items defined as unusual and nonrecurring
are classified as unusual items in the income statements.

565

567

569

More Than One A m ount..........

35

33

31

39

Total Companies...........

600

600

600

600
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TABLE 3-6: EXPENSES—OTHER THAN COST OF
GOODS SOLD
Number of Companies
1987
1986
1988
Selling, general and adminis
trative...............................
Selling and administrative.....
General and/or administrative
Selling...................................
Interest..................................
Research, development, en
gineering, etc....................
Maintenance and repairs.......
Taxes other than income
taxes ................................
Advertising...........................
Bad debts..............................
Exploration, dry holes, aban
donments .........................

Cost Of Goods Sold

1985

AM INTERNATIONAL. INC. (JUL)

332
165
89
18
574

1988

329
166
78
13
572

323
170
79
577

331
173
73
19
575

295
93

281
87

287
90

299
99

62
47
28

70
51
27

71
47
33

81
62
28

27

25

25

24

21

Excluded from Table 3-6 are rent (Table 2-28), employee
benefits, depreciation (Table 3-12), and income taxes (Table
3-13).
Table 3-7 lists losses most frequently disclosed by the
survey companies. Table 3-7 shows that, in 1988,74 survey
companies accrued a charge for restructuring their opera
tions. Staff Accounting Bulletin No. 67 issued by the SEC staff
specifies that restructuring charges should be included in
income from continuing operations or, if a muitiple-step in
come statement is presented, in operating income. Excluded
from Table 3-7 are losses shown after the caption for income
taxes (Table 3-17), segment disposals, arid extraordinary
losses (Table 3-18). Examples of expenses and losses follow.

Number of Companies
1988
1987
1986
Foreign currency transactions
Restructuring of operations...
Intangible asset amortization.
Write-down of assets............
Minority interest....................
Equity in losses of investees.
Sale of assets.......................
Litigation settlements............

Revenues:
Machines and supplies............
Service....................................

$625,813
194,896

$571,030
176,198

$395,296
141,197

Total revenues.........................
Operating costs and expenses:
Cost of sales
Machines and supplies........
Service.................................

820,709

747,228

536,493

414,912
118,676

368,286
107,261

256,182
87,136

Total cost of sales..............
Selling, general and adminis
trative ..................................
Research, development and
engineering..........................
Restructuring costs.................

533,588

475,547

343,318

221,648

208,439

169,033

20,930

20,459

9,994
17,578

Total operating costs and ex
penses .................................

776,166

704,445

539,923

Operating income (loss)..............

44,543

42,783

96
74
67
43
34
29
25
17

78
81
52
30
31
29
28

96
133
39
58
29
28
27

11

11

(3,430)

AMPCO-PITTSBURGH CORPORATION (DEC)

Net sales....................
Operating costs and
expenses:
Cost of products
sold..................
Selling and admi
nistrative ex
penses .............
Depreciation.........

1988

1987

1986

$250,511,307

$216,355,388

$208,490,205

181,976,222

146,321,094

149,540,106

42,883,941
9,721,378

40,246,544
9,551,209

44,130,977
9,311,019

234,581,541

196,118,847

202,982,102

15,929,766

20,236,541

5,508,103

Income from opera
tions .....................

TABLE 3-7: LOSSES

1986

1987

(Dollars in thousands)

ECHLIN INC. (AUG)
1985
114
103
29
49
40

21
29
17

1987

1988

1986

(Dollars in thousands)
Net sales............................. ..
Cost of goods sold.............

$1,294,297
935,531

$1,099,703
790,152

$901,890
613,606

358,766

309,551

288,284

Gross profit on sales.....

JOHN FLUKE MFG. CO., INC. (SEP)
1988

1987

1986

(In thousands)
Net Sales.......................................
Cost of Goods Sold.............. .........

$224,547
113,464

$206,328
96,257

$209,030
95,834

Gross Margin....................... .........

111,083

110,071

113,196
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THE GREAT ATLANTIC & PACIFIC TEA
COMPANY, INC. (FEB)
1988

terest capitalized in those years was $891 ,000, $739,000 and
$515,000, respectively.

1986

1987

POTLATCH CORPORATION (DEC)

(Dollars in thousands)
Sales................................... .
Cost of merchandise sold....
Gross m argin......................

$9,531,780
7,112,915

$7,834,859
5,912,746

$6,615,422
5,043,440

2,418,865

1,922,113

1,571,982

MINNESOTA MINING AND MANUFACTURING
COMPANY (DEC)
1988

1987

1986

(Amounts in millions)
Net Sales.............................. ................

$10,581

$9,429

$8,602

6,105

5,513

5,074

Operating Expenses
Cost of goods sold.......... ................
Selling, general and administrative
expenses ..................... ................
Total ................................ ................

2,593

2,338

2,118

8,698

7,851

7,192

Operating income................. ................

1,883

1,578

1,410

STANDARD MOTOR PRODUCTS, INC. (DEC)
1988

1987

1986

(Dollars in thousands)
Net sales.............................. ........
Cost of sales......................... ........

$398,399
242,267

$356,378
213,285

$286,361
165,232

Gross profit on sales........ ........

156,132

143,093

121,129

1988

1987

1986

(Dollars in thousands)
Net sales..........................
Cost and expenses:
Depreciation, amortiza
tion and cost of fee
timber harvested.....
Materials, labor and
other operating ex
penses .....................
Selling, general and
administrative ex
penses .....................
Earnings from operations..
Interest expense, net of
capitalized interest of
$2,928 ($6,228 in 1987
and $2,799 in 1986)....
interest and dividend in
come ...........................
Other income (expense),
net...............................
Earnings before taxes on
income.........................

$1,084,089

$992,077

$976,373

72,409

65,061

64,391

758,866

709,224

722,050

59,039

58,342

60,343

890,314

832,627

846,784

193,775

159,450

129,589

(25,168)

(27,346)

(26,755)

7,385

8,853

3,131

(6,350)

1,603

(348)
175,644

134,607

107,568

1987

1986

UNIVAR CORPORATION (FEB)
Interest Expense

1988

AMERICAN MAIZE-PRODUCTS COMPANY (DEC)
1988

1987

1986

(Dollars in thousands)
Net sales...................................
Cost of sales.............................

$547,505
418,150

$506,754
367,931

$509,544
384,471

Gross profit on sales............
Selling, administrative & general
expenses...............................

129,355

138,823

125,073

101,825

90,945

80,294

27,530

47,878

44,779

—
(14,783)
2,125
(1,671)

1,816
(15,854)
1,471
(2,835)

—
(16,369)
323
(1,668)

(14,329)

(15,402)

(17,714)

Operating income......................
Other income (expenses);
Gain on exchange of deben
tures.................................
Interest expense (Note 9 ).....
Interest income.....................
Other, n e t.............................
Income before income taxes,
minority interest and extraor
dinary charges......................

(Thousands of dollars)
Sales................................
Cost of Sales...................

$1,117,309
950,464

$693,279
589,904

$538,388
458,297

Gross M argin..............
Operating Expenses.........

166,845
137,589

103,375
96,733

80,091
68,745

29,256

6,642

11,346

(10,315)

(6,198)

(6,019)

Income from Operations...
Other Income (Expense):
Interest on borrowed
capital (Note 1 )........
Gain (loss) on sale of
assets......................
O ther-net....................
Income Before Provision
for Taxes on incom e....

526
1,969

(147)
1,198

65
1,187

21,436

1,495

6,579

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Accounting Policies

13,201

32,476

27,065

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
9
(In Part): Supplem entary Information
Interest costs incurred during 1988, 1987 and 1986 were
$15,674,000, $16,593,000 and $16,884,000, respectively. In-

Property, Plant & Equipment
Expenditures for property, plant and equipment and for
renewals and betterments which extend the originally esti
mated economic lives of assets are capitalized. Expenditures
for maintenance, repairs and other renewals are charged to
expense. The Corporation’s property accounts are main
tained, for the most part, in m ultiple asset accounts. In the
case of normal dispositions, the cost of property sold or retired
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is removed from the property account and charged to accumu
lated depreciation and no gain or loss is recorded. In the case
of significant dispositions, gain or loss is recognized.
For financial reporting purposes, depreciation has been
provided using the straight-line method over the estimated
useful lives of the related assets. For income tax purposes,
depreciation on certain assets is computed using accelerated
methods.
In accordance with Statements of Financial Accounting
Standards No. 34 and 62, interest costs have been capitalized
on major construction projects while in progress. Interest
costs of none, $75,000, and $75,000 for fiscal years 1988,
1987 and 1986, respectively, have been capitalized in the cost
of new facilities.

Research And Development
APPLE COMPUTER, INC. (SEP)
1987

1988

1986

(In thousands)
Net sales...............................
Costs and expenses:
Cost of sales....................
Research and development
Marketing and distribution
General and administrative
Operating income.................

$4,071,373

$2,661,068

$1,901,898

1,990,879
272,512
952,577
235,067

1,296,220
191,554
655,219
146,637

891,112
127,758
476,685
132,812

3,451,035

2,289,630

1,628,367

620,338

371,438

273,531

Taxes Other Than Income Taxes
AMOCO CORPORATION (DEC)
1988
Revenues
Sales and other operating revenues...
Consumer excise taxes......................
Other incom e.....................................

$21,150
2,402
367

$20,174
1,911
371

$18,281
1,753
311

Total revenues...............................

23,919

22,456

20,345

8,471
3,850

8,970
3,370

7,593
3,451

767
1,531
3,207

647
1,424
2,840

925
1,358
2,592

2,318
468

2,295
410

2,418
468

Total costs and expenses..............

20,612

19,956

18,805

Income before income taxes.............

3,307

2,500

1,540

Costs and expenses
Purchased crude oil, petroleum pro
ducts, and merchandise................
Operating expenses...........................
Petroleum exploration expenses, in
cluding exploratory dry holes........
Selling and administrative expenses...
Taxes other than income taxes..........
Depreciation, depletion, amortization,
and retirements and abandonments
Interest expense.................................

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
15 (In Part): Taxes
T a xe s o th e r th a n in co m e ta x e s in c lu d e :
millions of dollars

DIGITAL EQUIPMENT CORPORATION (JUN)
1987

1988

1986

(In thousands)
Revenues
Product sales.................
Service and other re
venues ......................
Total operating revenues
Costs and Expenses
Cost of product sales....
Service expense and
cost of other re
venues ......................
Research and engineer
ing expenses.............
Selling, general and
administrative ex
penses ......................
Operating income..............

S 7,541,241

$6,254,187

$5,102,961

3,934,205
11,475,446

3,135,257
9,389,444

2,487,396
7,590,357

3,042,172

2,532,259

2,675,438

1986

1987

(millions of dollars)

Consumer exercise taxes......................
Production and severance taxes
United States.....................................
Foreign..............................................
Property taxes.......................................
Social Security, corporation, and other
taxes................................................

1988

1987

1986

$2,402

$1,911

$1,753

150
181
216

167
349
223

154
274
250

258

190

161

$3,207

$2,840

$2,592

DAYTON HUDSON CORPORATION (JAN)
1989
2,426,176

1,981,635

1,606,661

1,306,543

1,010,438

814,138

3,065,555
1,635,000

2,253,105
1,612,007

1,665,411
828,709

OLIN CORPORATION (DEC)
1988

1987

1986

(In millions)
Sales................................................. ....
Operating Expenses:
Cost of Goods Sold......................
Selling and Administration............
Research and Development..........
Operating Income..............................

$2,308

$1,930

$1,732

1,781
289
58

1,455
264
62

1,318
252
56

180

149

106

1987

1988

(Millions of dollars)
Revenues..........................................
Costs and Expenses
Cost of retail sales, buying and
occupancy ...................................
Selling, publicity and administrative..
Depreciation......................................
Rental expense.................................
Interest expense, n e t.......................
Taxes other than income taxes.........
Earnings From Continuing Opera
tions Before Income Taxes and
Extraordinary Charge....................

$12,204

$10,677

$9,259

8,887
2,038
290
93
218
206

7,853
1,769
231
97
152
176

6,705
1,538
183
73
118
148

11,732

10,278

8,765

472

399

494
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INLAND STEEL INDUSTRIES, INC. (DEC)

Net sales...............................
Operating costs and ex
penses;
Cost of goods sold (ex
cluding depreciation)....
Selling, general and ad
ministrative expenses...
Depreciation.....................
State, local and miscel
laneous taxes..............
Facilities shutdown provi
sions ...........................
Total.................................
Operating income.................

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

1987
1986
1988
(Dollars in Thousands)
$4,068,015 $3,453,184 $3,173,242

3,280,814

2,972,539

2,746,263

176,301
134,334

160,440
122,845

143,746
123,214

49,058

49,934

50,899

-

23,000
3,328,758
124,426

9,500
3,073,622
99,620

3,640,507
427,508

INTERNATIONAL PAPER COMPANY (DEC)
1988
Revenue
Net sales............................................
Other income, net..............................
Gain on offering of IPT Class A units.
Costs and Expenses
Cost of products sold.......................
Depreciation.......................................
Distribution expenses.........................
Selling and administrative expenses...
Taxes other than payroll and income
taxes..............................................
Earnings Before Interest and Income
Taxes..................................................

1987
(In millions)

1986

$9,533
24

$7,763
58

9,557

7,821

$5,500
53
33
5,586

6,715
446
383
561

5,697
398
352
447

3,991
326
302
355

89
8,194

79
6,973

69
5,043

1,363

848

543

In 1988, w e recorded a $ 1 1 3 m illion net charge principally
for estim ated losses for divesting of our w ire rope, anthracite
and Kentucky coal operations and for costs, prim arily w orkers’
com pensation and environm ental, at previously closed facili
ties. In 1987, w e recorded a net charge of $ 7 5 .0 m illion which
represents estim ated losses for divesting certain M arine Con
struction operations, oilfield equipm ent and coal m ines, in
1986, w e recorded a net gain of $ 2 0 .0 m illion. W e sold certain
assets for a net gain of $ 1 0 1 .6 m illion. W e also recorded a
charge of $ 8 1 .6 million which prim arily represents estim ated
losses for divesting certain oilfield equipm ent and operations,
coal operations and steel plant equipm ent. T hese am ounts
include a provision for estim ated pension expense for the
em ployees involved in these businesses and assets of $ 1 9 .5 ,
$2 1 .9 and $ 2 .5 m illion for 1 9 8 8 , 1987 and 1986. Prior to 1986,
w e als o re co rd ed sig n ific a n t ch arg e s fo r d iscontinuing
businesses and assets.
During 1988 and 1987, w e charged $ 1 0 5 .9 and $ 7 3 .0 m il
lion of net paym ents, principally for em ployee benefits, to the
accrued liability recorded for th ese discontinued facilities. W e
also credited this accrued liability for proceeds of $59.1 and
$3 0 .3 million in 1988 and 19 87 from the sale of certain related
assets.
The current portion of this accrued liability, included in O ther
C urrent Liabilities, w as $ 6 5 .9 and $ 7 2 .0 m illion at D ecem ber
3 1 , 1988 and 1987. T h e total current and long-term Accrued
Costs for Discontinued Facilities at D ecem ber 3 1 , 1988 is
prim arily for em ploym ent-related costs such as pensions,
health care and life insurance benefits.

AMERICAN BRANDS, INC. (DEC)

Revenues
Consumer products................
Life insurance.........................

LOSSES
Restructuring Of Operations
BETHLEHEM STEEL CORPORATION (DEC)

Net Sales......................................
Costs and Expenses:
Cost of sales...........................
Depreciation.............................
Selling, administrative and
general expense..................
Estimated (gains) losses on
discontinuing businesses
and assets—net (Note C)....
Total Costs and Expenses........
Income (Loss) From Operations...

C. Estim ated Gains (Losses) on Discontinuing Businesses
and Assets

1988
1987
1986
(dollars in millions)
$5,488.8
$4,620.5 $4,332.9
4,475.5
333.6

3,992.8
338.9

3,913.1
295.8

140.7

138.4

180.3

113.0
5,062.8
426.0

75.0
4,545.1
75.4

(20.0)
4,369.2
(36.3)

Operating expenses
Cost of products sold............
Excise taxes on products sold
Insurance benefits..................
Advertising, selling and admi
nistrative expenses
Consumer products............
Life insurance....................
Restructuring charges............
Operating income........................

1988

1987
(In millions)

1986

$11,056.6
923.4
11,980.0

$9,152.9
923.7
10,076.6

$7,252.9
861.3
8,114.2

2,820.9
4,117.3
581.7

2,290.3
3,208.5
524.0

1,312.5
162.6
—
8,995.0
1,081.6

981.9
156.7
144.7
7,306.1
808.1

3,405.7
4,744.1
602.3
1,740.1
163.3
10.6
10,666.1
1,313.9

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Information on Business Segm ents (In Part)
O p e ra tin g incom e in 1 9 8 8 in clu d es n et restructurin g
charges of $ 1 0 .6 m illion, of which $ 5 0 .5 m illion related to
reductions of goodw ill, and dispositions and reorganization of
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divisions in the office products segment, partly offset by re
structuring gains of $34.5 million on the expected sale of
Southland in the life insurance segment and $7.8 million prin
cipally in connection with the sale of smoking tobacco brands
in the tobacco segment.

PIONEER HI-BRED INTERNATIONAL, INC. (AUG)
1987

1988

1986

(In thousands)
Net sales.......................................
Operating costs and expenses:
Cost of goods sold....................
Research and development.......
Selling.......................................
General and administrative........
Restructuring and early retire
ment......................................
Provision for plant closings.......
Loss on discontinued business
(Note 3)................................
Operating income..........................

$874,871

$839,878

$884,726

$399,464
54,484
195,046
79,507

$416,640
49,866
185,206
70,786

$426,768
45,618
189,598
55,781

—

4,176
27,269

12,913
5,643

—

1,912
—

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS

Restructuring Charges
During 1988, the Company incurred restructuring charges
of $35.0 million ($22.8 m illion after tax benefits) for a major
cost-reduction effort that resulted in consolidation of two divi
sions and the discontinuation of a product line in the Semicon
ductor Equipment Group, as well as other actions undertaken
as part of a company-wide cost-reduction effort. The restruc
turing charges are composed mainly of asset write-offs and
estimated accruals associated with move and rearrangement,
continued product support, term ination, and other costs.

During 1986, the Company incurred restructuring charges
aggregating $15.0 million ($5.6 million a fte r tax benefits). The
charges consisted of $11.2 million for establishment of provi
sions for discontinued programs, including the shutdown of a
sheet metal fabrication operation, and $3.8 million relating to
charges for business restructuring activities and termination
reserves within several operations.

—

$759,946

$724,410

$736,321

$114,925

$115,468

$148,405

Foreign Currency Transactions
BAUSCH & LOMB INCORPORATED (DEC)

Note 3 (In Part): Divestitures and Subsequent Event
On July 1 5 ,1988, pursuant to a letter of intent dated March
1 6 , 1988, the Company sold certain inventories, equipment
and other assets representing substantially all of the retail
point-of-sale business unit of its Norand subsidiary to PAR
T ech no log y C o rp o ra tio n fo r $ 10 ,00 0 ,00 0 cash. The
$27,269,000 loss on discontinued business consists of the
operating loss of the sold retail business unit from March 16,
1988 through August 3 1 , 1988 of $9,006,000, toss on the sale
of its assets, and a provision for estimated phase out and
severance expenses. In addition, assets not included in the
sale or to be utilized in the future, consisting of certain inven
tories, equipment, and facilities, have been written down to
their estimated realizable values. The portion of the retail
business unit which was sold had approximately $24,265,000
of sales for the year ended August 3 1 , 1988. Approximately
$8,795,000 of these 1988 sales occurred after March 1 6 ,1988
and are included in the loss on discontinued business. Total
fiscal 1987 and 1986 sales were approximately $40,565,000
and $33,531,000, respectively.

VARIAN ASSOCIATES, INC. (SEP)
1988

1987

1988

1986

(Dollar Amounts in Thousands)
Net Sales...................................
Costs and Expenses:
Cost of products so ld ..........
Selling, administrative and
general.............................
Research and development...
Operating Earnings....................
Other (Income) Expenses:
Investment income................
Interest expense....................
(Gain) loss from foreign cur
rency.................................
Other, n e t.............................
Earnings before income taxes...

$978,276

$840,337

$698,867

439,338

401,322

324,887

321,731
31,048

255,427
26,503

209,988
25,712

792,117

683,252

560,587

186,159

157,085

138,280

(15,448)
26,485

(11,822)
21,170

(11,814)
17,597

95
27,591

(12,189)
24,486

(3,226)
22,578

38,723

21,645

25,135

147,436

135,440

113,145

NOTES TO FINANCIAL STATEMENTS
1987

1986

(Dollars in thousands)
Sales.........................................

$1,170,558

$982,776

$891,139

Operating Costs and Expenses
Cost of sales.........................
Research and development...
Marketing..............................
General and administrative....
Restructuring charges..........

809,635
80,222
145,813
65,219
35,018

676,382
80,726
131,936
65,327
—

646,212
82,290
116,068
65,395
15,012

Total operating costs and ex
penses ..............................

1,135,907

954,371

924,977

Operating Earnings (Loss)........

34,651

28,405

(33,838)

Foreign Currency Translation
Assets and liabilities of international subsidiaries have been
translated at current exchange rates, and related revenues
and expenses have been translated at average rates of ex
change in effect during the year. Resulting cumulative transla
tion adjustments have been recorded as a separate compo
nent of shareholders’ equity. Also included in this component
of shareholders’ equity are gains and losses on forward con
tracts designated as hedges of foreign intercompany invest
ments of a long-term nature. Translation adjustments relating
to subsidiaries in countries with highly inflationary economies
are included in net earnings, along with all transaction gains
and losses for the period.
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An analysis of the changes in the cumulative translation
adjustment component of shareholders’ equity is as follows:
1988

1987

1986

Balance at beginning of year..........
Current year translation adjustments
Hedge of net investments in foreign
subsidiaries.................................

Dollar Amounts in Thousands

$69,980
(17,926)

$29,249
59,789

$1,951
14,943

(272)

(19,058)

12,355

Balance at end of year....................

$51,782

$69,980

$29,249

able securities has likewise been classified as a reduction of
interest income and as a component of foreign currency trans
lation within the Consolidated Statement of Operations.

Intangible Asset Amortization
FRUIT OF THE LOOM, INC. (DEC)
1988

NORTON COMPANY (DEC)
1988

1987

1986

Net sales....................................
Cost of sales..............................

(In millions)
Net sales................................
Costs and expenses:
Cost of sales......................
Selling, general and admi
nistrative.......................
Research and development.
Restructure costs..............

$1,410.1

$1,260.9

$1,107.1

907.3

816.7

686.7

325.7
26.0
—

309.6
26.3
17.0(a)

301.2
28.2
58.0

Total costs and expenses...

1,259.0

Income from operations.........
Other income (expense):
Interest expense, net of
translation effect............
Interest income, net of
translation effect............
Loss from foreign ex
change ..........................
Income (loss) from associ
ated companies.............
Restructure credit
(costs)— associated
companies.....................
Other, net..................................
Total other income (ex
pense)...........................
Income (loss) before income
taxes and extraordinary
items..................................

1,169.6

1,074.1

151.1

91.3

33.0

(16.5)

(17.2)

(18.7)

3.6

2.4

6.1

1986

(3.3)

(3.1)

$1,004,700
664,300

$870,300
566,200

$692,900
425,400

340,400

340,100

267,500

Selling, general and administra
tive expenses .........................
Goodwill amortization.................

115,000
24,800

108,100
24,600

97,800
23,000

Operating earnings.....................

200,600

171,400

146,700

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Signific a n t Accounting Policies (In Part)
Goodwill. Goodwill is being amortized over 40 years using
the straight-line method.

THE WASHINGTON POST COMPANY (DEC)
1988
(13.0)
12.7

—
1.5
(11.7)

(1.6)

(0.2)

17.0(a)
8.8

(37.5)
6.6

6.1

139.4

(46.8)

97.4

(13.8)

NOTES TO FINANCIAL STATEMENTS
14.

1987
(In thousands)

Foreign Currency

The aggregate effects of foreign currency transaction and
translation gains (losses) are included in the Consolidated
Statement of Operations as follows:
Years ended December 31

1988

1987

$(5.5 )
15.0
5.9
(28.4)
$(13.0)

1986

Operating Revenues
Advertising.......................
Circula tio n .......................
Other.................................
Operating Costs and Ex
penses
Operating..........................
Selling, general and admi
nistrative ......................
Depreciation and amortiza
tion of property, plant
and equipment.............
Amortization of goodwill
and other intangibles...
Restructuring....................
Income from Operations.......

$ 937,230
237,218
193,165

$ 892,884
231,479
191,059

$ 831,205
225,450
158,409

1,367,613

1,315,422

1,215,064

764,182

713,832

671,199

290,078

288,868

265,484

45,317

42,918

37,210

13,602
21,144

12,731
—

12,185
—

1,134,323

1,058,349

986,078

233,290

257,073

228,986

1986

(In millions)
Transaction lo ss....................................
Translation gain (loss)...........................
Less translation effect from:
Holding marketable securities............
Holding debt......................................

1987
(In thousands)

$(1.6)
2.8

$(0.9)
(1.5)

1.8
(6.3)

0.5
(1.2)

$(3.3)

$(3.1)

The translation gain of the inflationary component of interest
expense from holding debt in Brazil has been classified as a
reduction of interest expense and as a component of foreign
currency translation; the translation loss from holding market

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
A (In Part): Summary o f Significant Accounting Policies
Goodwill and Other Intangibles. Goodwill and other intangi
bles represent the unamortized excess of the cost of acquiring
subsidiary and affiliated companies over the fair values of
such companies’ net tangible assets at the dates of acquisi
tion. Goodwill and other intangibles acquired prior to October
30, 1970, the effective date of Accounting Principles Board
Opinion No. 17, are not being amortized because in the opin
ion of the company there has been no diminution of the value
of such assets. Goodwill and other intangibles acquired sub

249

Expenses

sequently are being amortized by use of the straight-line
method over various periods of up to 40 years in accordance
with Opinion No. 17.

BROWN-FORMAN CORPORATION (APR)
1988

1986

1987

(Expressed in thousands)

Write-Down Of Assets
CHOCK FULL O’NUTS CORPORATION (JUL)

Revenues:
Net sales....................
Rentals from real
estate....................
Gain on sale of real
estate....................
Costs and expenses:
Cost of sales........
Selling, administra
tive and general
expenses..........
Expenses of real
estate................
Operating Income.....
Interest and dividend
incom e.................
Interest expense........
Unrealized loss on
marketable equity
securities— Note
9 (b )......................
Other deductions.......
income/(loss) from
continuing opera
tions before in
come taxes..........

1988

1987

1986

$211,625,971

$200,356,855

$145,845,878

3,490,307

3,250,698

3,378,723

2,359,900
215,116,278

205,967,453

149,224,601

161,780,154

164,210,897

121,728,748

44,021,308

33,355,597

17,760,197

1,359,096

1,349,535

1,474,509

207,160,558

198,916,029

140,963,454

7,955,720

7,051,424

8,261,147

4,642,294
(10,441,320)

2,549,689
(7,075,950)

(2,298,610)
(966,597)

(1,210,455)

(1,108,513)

1,314,708

Net sales...............................
Excise taxes..........................
Cost of sales.........................

$1,354,598
288,010
510,763

$1,404,465
306,355
534,689

$1,288,808
293,944
475,393

Gross profit......................
Selling, advertising, adminis
trative and general ex
penses..............................

555,825

563,421

519,471

364,141

381,295

329,391

Operating income.................
Gain before income taxes on
sale of ArtCarved.............
Interest income.....................
Interest expense....................
Nondeductible write-down of
intangible assets (Note 1d)

191,684

182,126

190,080

33,581
1,513
18,399

1,814
22,125

Income before taxes.............

175,379

33,000

—

—
161,815

—
1,309
28,145
—
163,244

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M ENTS
1 (In Part): Accounting Policies:

d. Intangible Assets:

29,235
(2,449,111)

Intangible assets, principally the excess of purchase price
over the fair value of identifiable net assets of acquired
businesses, are stated at cost less accumulated amortization.
Such assets are being amortized generally over forty years
using the straight-line method.

(431,276)

The Company, after an evaluation of California Cooler’s
intangible assets, determined that due to the competitive en
vironment in the cooler industry, the value of these assets has
been perm anently im paired. Accordingly, the Com pany
wrote-down these intangible assets $33,000,000 in fiscal
1988.

5,409,995

Minority interest
Note 9 (In Part): O ther Items

(b)
Marketable equity securities and other short-term invest
ments consist of (in thousands):

PANTASOTE INC (DEC)
1988

July 31,
Auction rate preferred stocks.................................
Collateralized mortgage obligations........................
Marketable equity securities, net of unrealized loss
of $2,299,0001...................................................
Certificates of deposit............................................
Corporate bonds....................................................

1Consists entirely of gross unrealized losses.

1988

1987

1987

1986

(In thousands)

$7,600

Sales..........................................

$158,695

$146,335

$113,506

10,233
500
782

500

Costs and Expenses:
Cost of sales.............................
Selling and administrative.........
Depreciation..............................

121,683
20,518
5,169

112,333
18,919
4,924

90,277
14,914
3,156

$35,629

$8,100

147,370

136,176

108,347

$24,114

Other Deductions (Income):
Interest (net of interest income
of $796, $1,117 and $622)..
Other income, net.....................
Minority interest in net income
of subsidiary.........................
Pension plan termination gain...
Unusual items...........................
Income (Loss) Before Income
Taxes and Extraordinary In
come ....................................

1,033
(722)

1,691
(1.253)

1,218
(95)

275
(2,071)
500

379

112

7,000

4,320

(985)

7,817

5,555

12,310

2,342

(396)
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VIPONT PHARMACEUTICAL, INC. (SEP)

Revenue
Net sales..............
Research and de
velopment re
venue (net of
$2,031,375
(1988) and
$555,103
(1987) in re
search costs)....
International con
tract revenue....

Equity In Losses Of Investees

1988

1987

1986

$32,120,503

$22,888,594

$13,250,254

AIR PRODUCTS AND CHEMICALS, INC. (SEP)
1988
Sales and Other Income
Sales.................................
Other income, n e t............

371,742
1,050,000

101,620
—

—
—

22,990,214

13,250,254

13,201,085

8,922,955

5,656,057

1,337,612

949,504

680,531

13,037,771

8,887,096

5,401,834

Operating Income.............
Loss from Equity Affili
ates, net of related ex
penses (Note 8 ) ..........
Interest Expense..............

1,514,970

1,426,149

1,127,682

Income from Continuing
Operations before Taxes

Total operating ex
penses .............

29,091,438

20,185,704

12,866,104

Income before other
income and (ex
penses) .................

4,450,807

2,804,510

384,150

Operating expenses
Cost of sales........
General and admi
nistrative ..........
Selling and market
ing ....................
Research and de
velopment ........

Other income and
(expenses)
Interest incom e....
Other income........
interest expense...
Minority interest...
Income before provi
sion for income
taxes and extraor
dinary item............

$2,431,866
13,323
2,445,189

Costs and Expenses
Cost of sales....................
Selling, distribution, and
administrative...............
Research and development
Special item s....................

33,542,245

Total revenue........

1987

1986

(in thousands of dollars)

823,836
2,618
(74,771)
(38,852)

374,590
4,254
(61,145)
(3,073)

435,613
7,221
(22,732)

712,831

314,626

420,102

5,163,638

3,119,136

804,252

$2,132,176
17,109

$1,941,479
17,986

2,149,285

1,959,465

1,451,508

1,275,499

1,146,089

545,403
71,797
—

486,732
56,530
2,144

465,792
61,091
45,910

376,481

328,380

240,583

(8,382)
64,433

(8,929)
76,592

(14,367)
73,897

303,666

242,859

152,319

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
8. Summarized Financial Infor mation o f Equity A ffiliates

The following table presents summarized financial informa
tio n on a com bined basis o f th e p rincip al com panies
accounted for by the equity method. Amounts presented in
clude the accounts of: Stockton CoGen Company (100%);
Carburos M etalicos S.A. (23.7% ); Am erican Ref-Fuel of
Hempstead (50%); American Ref-Fuel of Essex (50%); SanFu Chemicals (45%); Korea Industrial Gases (48.1%); CryoInfra, S.A. de C.V. (25%); and other industrial gas producers
and/or distributors.
(in thousands)

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Signific a n t Accounting Poli
cies
Minority interest. M inority interest is reflected in consolida
tion and is the portion of Vipont Research (25% at September
30, 1988 and 23.9% at September 30, 1987) and Vipont
Ventures (25%) that is not owned by the Company.

Current assets........................................................................
Noncurrent assets...................................................................
Current liabilities.....................................................................
Noncurrent liabilities...............................................................
Net sales.................................................................................
Sales less cost of sales.........................................................
Net income.............................................................................

1988
$266,309
702,818
218,042
387,662
355,764
239,287
22,831

During fiscal year 1988, the company acquired an additional
50% interest in Stockton CoGen Company so that as of 30
September 1988 it had a 100% interest. This investment is not
consolidated as control is deemed to be temporary. The com
pany expects that the ownership interest w ill be reduced to
50% in the relatively near future.
The company’s equity in income of all unconsolidated affili
ates for 1 9 8 8 ,1987, and 1986 was $1.6 million, $1.0 million,
and $.6 m illion, respectively. These amounts exclude $10.0
million, $9.9 m illion, and $15.0 m illion of related expenses
incurred by the company. The related expenses for fiscal 1987
and 1986 reflect write-downs of investments in equity affiliates
of $6.6 m illion and $13.1 m illion, respectively. The 1986
amount includes a $12.4 m illion write-down of a form er South
African investment.
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Investments, at cost:

ANALOGIC CORPORATION (JUL)
1988
Revenues:
Product and ser
vice, n e t.......... $113,515,630
Engineering and
licensing..........
6,842,065
Gain on sale of pa
tient monitoring
technology.........
10,232,724
Interest and di
vidend income ..
3,757,705
Total revenues........

134,348,124

1987

1986

$128,990,612

$126,770,725

10,154,676

9,998,917

12,192,366

7,315,283

4,094,261

4,125,715

155,431,915

148,210,640

Cost of sales and ex
penses:
Cost of sales.........
85,147,577
General and admi
nistrative............
12,791,929
Selling......
14,224,681
Research and pro
duct develop
ment.....
17,626,897
Interest expense...
1,240,266
Plant moving costs
431,351
Total cost of sales
and expenses...
Income from opera
tions .....................

89,579,556

82,566,893

12,848,836
13,427,590

11,840,510
14,571,331

17,790,226
833,432

18,391,551
1,224,171

131,462,701

134,479,640

128,594,456

2,885,423

20,952,275

19,616,184

Other income (ex
pense) (Notes 2
and 4):
Minority interest in
net loss of con
solidated sub
sidiary...............
412,512
Equity in net loss
of unconsoli
dated affiliates..
(1,475,897)
Amortization of ex
cess of acquired
net assets over
cost......
192,565
Reduction in in
vestment in
affiliated com
pany, at cost....
Total other income
(expense).........

(870,820)

Income before income
taxes........
2,014,603

318,512

(363,000)

385,129

(847,409)
340,641

(847,409)

21,292,916

18,768,775

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4. Investments:

Investments in and advances to affiliated companies are as
follows:
July 31
1988
Investments, at cost....................................
Investments, at equity..................................

1987

$ 822,188
1,667,181

$

50,000
2,009,647

$2,489,369

$2,059,647

During fiscal year 1987 the Company reduced its ownership
percentage in Anasco Corporation to approximately 18%
(formerly 100%) through a recapitalization. Concurrent with
this recapitalization, the Company’s remaining investment in
Anasco is being reflected on the cost method of accounting.
Equity in net loss of unconsolidated subsidiaries for fiscal year
1988 includes approximately $80,000 in net realizable value
write downs related to this investment.
The Company’s investm ent in Medical Electronics Labora
tories, Inc., $772,188, is accounted for on the cost method at
July 31,1988 (See Note 2.)
Investments, at equity:
D uring fis c a l ye ar 1987 the C om pany acquired, fo r
$600,000, approximately 18% of the outstanding stock of
Camtronics Corp., a m anufacturer of medical imaging equip
ment used in the medical industry. During fiscal years 1988
and 1987 the Company advanced to Camtronics an additional
$600,000 and $600,000, respectively, in exchange for con
vertible debentures due in 1997 and 1998. The convertible
debentures call for interest at the prime rate, and allow for the
Company to convert each of these notes into 7% of the autho
rized capital stock of Camtronics at any time. In addition, on
July 1 5 ,1987, the Company advanced $126,000 to Camtron
ics in exchange for a promissory note with interest at the prime
rate which was repaid in September 1988. New notes, with
interest at the prime rate, due in December 1988 and February
1989, were issued in August and September 1988 in the
amounts of $300,000 and $100,000, respectively. The Com
pany’s investment has been recorded using the equity method
of accounting, as the Company exercises significant influ
ence. The carrying value of the Company’s investment in
Camtronics exceeded its portion of underlying equity in net
assets by approximately $520,000 at July 31, 1987. This
excess is being amortized over a period of 10 years. The
Company’s share of Camtronics’ losses (including amortiza
tion) amounted to $210,800 and $48,000 for fiscal year 1988
and 1987, respectively.
During fiscal year 1987 the Company’s joint venture with
Kejian Corporation of the People’s Republic of China com
menced the initial start up phase of its operations under the
name of Analogic Scientific, Inc. Under the terms of the joint
venture agreem ent, Analogic Scientific (which is equally
owned by Analogic and Kejian) will manufacture and sell,
principally in the People’s Republic of China, medical imaging
products utilizing subassemblies purchased from the Com
pany. During fiscal year 1988 and 1987, the Company in
vested approximately $500,000 and $1 ,000,000 in this joint
venture. The investment has been accounted for using the
equity method of accounting. The Company’s share of Analo
gic Scientific’s losses amounted to approximately $1,185,000
and $315,000 for fiscal year 1988 and 1987, respectively.
Transactions with Analogic Scientific for fiscal year 1988 con
sisted of revenues of approximately $692,000. At July 31,
1988, accounts receivable includes $418,189 due from this
affiliate.
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Sale Of Assets

Provision For Doubtful Accounts

UNITED FOODS, INC. (FEB)

CAESARS WORLD, INC. (JUL)

1988
Sales and Service Re
venues..................
Costs of Sales and
Services................
Gross p ro fit.....
Selling, Administrative
and General Ex
penses..................
Operating income
(lo ss)....................
Other Income (Ex
pense):
Gain on sale of di
vision assets....
interest expense,
excluding capi
talized interest
of $802,720 in
1988 and
$46,215 in 1987
Miscellaneous
(Note 6 )............

1987

1986

1987

1988

1986

(In thousands)
$125,612,265

$119,181,510

$163,056,460

105,602,186

93,402,052

118,585,394

20,010,079

25,779,458

44,471,066

23,818,427

23,694,302

40,683,679

(3,808,348)

3,085,156

3,787,387

—

—

(2,252,527)

29,603,674

(2,328,278)

(5,093,561)

(803,392)

6,444,002

116,464

Total other income
(expense).........

(3,055,919)

4,115,724

24,626,577

Income (loss) before
taxes on income
(benefit)................

(6,864,267)

6,200,880

28,413,964

Revenue
Casino.......................................
Rooms......................................
Food and beverage....................
Other income.............................

$635,530
108,035
134,211
56,796

$592,939
103,921
130,019
52,249

$508,908
96,261
118,799
52,044

Less promotional allowances....

934,572
101,597

879,128
94,388

776,012
82,199

832,975

784,740

693,813

268,721
30,933
100,034
48,802

243,870
30,302
96,524
49,207

223,226
27,944
87,171
46,808

155,381
43,905
19,593

159,492
43,155
25,438

137,502
38,549
21,050

667,369

647,988

582,250

165,606

136,752

111,563

Costs and expenses
Casino.......................................
Rooms......................................
Food and beverage....................
Other operating expenses.........
Selling, general and administra
tive .......................................
Depreciation and amortization...
Provision for doubtful accounts.
Operating income..........................

Litigation Settlement
TANDEM COMPUTERS INCORPORATED (SEP)
1988

Miscellaneous income (expense) consists of the following:
Year ended February 28 or 29,
1988
Gain (loss) on sale of proper
ty and equipment, net of
loss on abandonments of
$385,497 in 1987 ............
Casualty loss in excess of
estimated insurance recov
ery ...................................
Additional insurance recovery
on 1986 casualty loss.......
Provision for loss on dispos
al of non-operating prop
erties................................

$(797,645)

—
—

—

Miscellaneous.......................

(5,747)

Miscellaneous income (ex
pense)..............................

$(803,392)

1987

1986

(In thousands)

Note 6— M iscellaneous Incom e (Expense)

1987

$8,955,733

—
506,219

(3,018,000)
—
$6,444,002

Revenue
Product revenue.............
Service and other revenue

1986

Total revenue..................

$746,311

Costs and expenses
Cost of product revenue..
Cost of service and other
revenue......................
Research and develop
ment...........................
Marketing, general, and
administrative.............

(629,847)

$1,079,563
235,158

$ 872,003
175,529

$640,993
137,021

1,314,721

1,047,532

778,014

309,896

231,659

178,300

177,895

132,071

104,927

169,356

109,504

88,202

510,313

403,859

299,572

1,167,460

877,093

671,001

—

Total costs and expenses.

—

Operating income................
Interest income....................
Interest expense..................
Settlement of litigation........

147,261
15,560
(8,083)
(9,375)

170,439
15,811
(1.604)
—

107,013
10,483
(2,084)
—

income before income taxes

145,363

184,646

115,412

—
$116,464

In fiscal 1988, the Company sold at auction certain under
utilized assets which included 7,100 acres of farmland and
improvements located thereon for approximately $2,476,000,
net of closing costs and commissions. As a result of the
auction, the com pany incurred a loss of approxim ately
$629,000 in excess of the $3,000,000 estimated loss provided
for in fiscal 1987.

NOTES TO FINANCIAL STATEMENTS
Settlem ent o f L itig atio n
On May 1 2 , 1988, the U.S. District Court for the Northern
District of California entered the final order of judgm ent provid
ing for the settlem ent of a 1984 securities class action lawsuit
arising from the Company’s December 1982 restatement of
revenue and earnings for fiscal 1982. In light of the ongoing
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costs of providing the Company’s defense, and without any
admission or presumption of liability, the Company elected to
contribute $9.4 m illion to a settlem ent fund of $16.5 million.
The Company’s insurance carrier contributed $7.1 million.

proceeds as if it had sold 53 percent of its common stock
investment in IMC Fertilizer. The IPO resulted In a pretax loss
to the Company of $11.9 m illion, $32.5 m illion after taxes (as a
result of a taxable gain), or $1.22 a share. In addition to the
proceeds of the offering, IMC Fertilizer paid to the Company
dividends of $386 m illion in 1988 through the date of the IPO.

Public Offering of Subsidiary Stock

With the completion of this offering, the Company’s invest
ment in IMC Fertilizer consisted of the following: (a) 10 million
common shares which represented a 47 percent interest in the
common share equity of IMC Fertilizer; (b) 4 m illion shares of
IMC Fertilizer Exchangeable Preferred Stock, Series A; and
(c) a dividend receivable in an amount equal to the proceeds
(but not in excess of $51.9 m illion) which IMC Fertilizer’s
wholly owned subsidiary. International Minerals & Chemical
Corporation (Canada) Limited, receives from an insurance
claim related to Canadian potash operations.

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION (JUN)
1988

1987

1986

(In millions)
Net sales...................................
Operating costs and expenses
Cost of goods sold................
Selling, administrative, and
general expenses.............
Research and development
expenses ..........................
Other operating (income) and
expense, net.....................

$1,470.6

$1,637.5

$1,177.7

971.6

1,243.9

1,014.2

277.6

250.5

160.8

64.8

59.1

33.2

(44.9)
1,269.1

Operating earnings (lo ss).........
Equity in earnings of IMC Ferti
lizer.......................................
Loss on IMC Fertilizer IPO........
Interest and other nonoperating
income, net..........................
Interest charges........................
Earnings (loss) from continuing
operations before income
taxes....................................

201.5

(26.7)
1,526.8
110.7

Environmental Cleanup Coats
SYNTEX CORPORATION (JUL)

77.5
1988

1,285.7
(108.0)
Net sales......................................

26.2
(11.9)
15.5
(63.0)

168.3

5.8
(85.5)

31.0

5.5
(63.4)

(165.9)

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in m illions)
Accounting Policies (In Part)

Principles of Consolidation
Financial statem ents of all significant subsidiaries are con
solidated. On February 2, 1988, IMC Fertilizer Group, Inc.
(IMC Fertilizer), the Company’s wholly owned subsidiary,
completed an initial public offering (IPO) of shares of common
stock. Prior to the IPO, the accounts of IMC Fertilizer were
consolidated in the Company’s financial statements. After the
IPO, the Company owned less than a majority voting interest
in IMC Fertilizer. Accordingly, IMC Fertilizer’s accounts are no
longer consolidated, and the Company’s investment in IMC
Fertilizer has been accounted for by the equity method. Invest
ments in other partially owned companies and joint ventures in
which ownership ranges from 20 to 50 percent are generally
accounted for by the equity method.
Changes In Business

IMC Fertilizer IPO
On February 2 , 1988, IMC Fertilizer completed the IPO of 11
million shares.
The net proceeds of $229.2 m illion were paid to the Com
pany as a dividend on the Company’s holdings of IMC Fertiliz
er Exchangeable Preferred Stock, Series A. The Company
has accounted for the IPO and related dividend of the offering

1987

1986

(dollars in millions)
Costs and expenses:
Cost of goods sold..................
Selling, general and adminis
trative..................................
Research and development.....

$1,271.5

$1,129.2

$980.0

265.8

254.5

233.3

450.8
217.9

404.0
175.1

373.9
143.0

Total........................................

934.5

833.6

750.2

Operating income.........................

337.0

295.6

229.8

Nonoperating income (expense):
Interest income........................
Interest expense......................
O ther-n et...............................

36.0
(29.1)
(3.0)

26.7
(21.4)
(10.0)

43.1
(27.2)
(2.9)

Total.........................................

3.9

(4.7)

13.0

Income before taxes on incom e...

340.9

290.9

242.8

NOTES TO FINANCIAL STATEMENTS
11. Other M atters

Nonoperating other— net in fiscal 1988, 1987 and 1986
include provisions of $5.5 m illion, $12.6 million and $16.0
m illion, respectively, fo r e s tim a te environmental cleanup
costs. These costs relate to remedial actions at several loca
tions, including certain sites owned by subsidiaries of the
company, containing chemical wastes including dioxin. Such
costs do not relate to the pending or possible dioxin-related
litigation or claims, against which the company is vigorously
defending itself, as described in Note 13.
The company sold its investm ent in Genetic Systems Cor
poration (GSC) and its remaining interest in Oncogen, a joint
venture with GSC, in fiscal 1986. This resulted in a $20.0
million gain that was included in nonoperating other— net in
fiscal 1986.
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Nonrecurring/Unusual Losses

ties at a cost of $27.9 m illion ($17.1 m illion after tax) in the
fourth quarter of 1988.

ADAMS-RUSSELL ELECTRONICS CO., INC. (SEP)

Also during the fourth quarter, the Company settled its
pension liability for the principal domestic salary plan for all
benefits accrued to June 3 0 , 1988, through the purchase of
annuity contracts from m ajor insurance companies. A loss of
$10.9 million was recorded. In a related transaction excess
assets of $400.0 m illion before taxes were reverted to the
Company. Excise tax of $40.0 m illion was incurred on the
asset revision making the total charge to Unusual Items $50.9
million. The combined effect of these transactions, together
with the reversal of deferred tax recorded on the 1986 pension
settlem ent referred to below, resulted in an after tax charge of
$9.7 m illion in 1988. Proceeds to the Company w ill amount to
$210.0 m illion after deducting excise tax and federal and state
income taxes. For further inform ation regarding the tax effects
on the transaction, see the note on Income Taxes.

Net Sales..........................................
Costs and Expenses:
Cost of sales...............................
Selling, general and administra
tive expenses .........................
Research and development ex
penses .....................................
Non-recurring charge (Note 3 )..
Total.............................................
Operating income............................

1988
1987
1986
(Amounts in thousands)
$138,023 $130,757 $113,117
S 93,881

$ 90,049

$ 72,674

32,678

31,084

21,407

6,263
1,820
$134,642
$ 3,381

6,287
—
$127,420
$ 3,337

6,403
—
$100,484
$ 12,633

NOTES TO FINANCIAL STATEMENTS
3. Non-Recurring Charge

In the fourth quarter of 1988, the Company provided $1.8
million to adjust the net realizable value of certain non-defense
related assets, principally inventories and fixed assets, and to
anticipate the scaling down of associated activities.

THE GOODYEAR TIRE & RUBBER COMPANY
(DEC)

Net Sales........................................
Other Income................................
Cost and Expenses:
Cost of goods sold..................
Selling, administrative and
general expense..................
Interest expense.......................
Unusual items.........................
Foreign currency exchange....
Minority interest in net in
come of subsidiaries..........

1986
1988
1987
(Dollars in millions)
$9,040.0
$10,810.4 $ 9,905.2
121.0
179.9
184.5
9,161.0
10,085.1
10,994.9
8,291.0

7,374.6

6,941.5

1,745.1
238.0
78.8
85.3

1,634.9
282.5
(135.0)
38.9

1,596.6
121.9

19.2
10,457.4

16.8
9,212.7

9.6
8,698.8

537.5

872.4

462.2

Income from Continuing Opera
tions Before Income Taxes....

10.1
19.1

NOTES TO FINANCIAL STATEMENTS
Unusual Items
A summary of the pretax unusual charges (credits) follows:

(In millions)
Employee reductions.............................. ..
Pension settlement/asset reversion......
Sale of facilities......................................
Asset write-down...................................
Restructuring..........................................

1988
$27.9
50.9
_
—
—

$78.8

1987
$ —
—

(144.2)
9.2
—

$(135.0)

1986
$ —
(304.4)
(17.0)
331.5
$ 10.1

T h e C om pan y, in a n effort to reduce operating expenses,
consolidated tasks and elim inated duplicate job responsibili-

In December 1986, the Company sold the assets of two
Arizona subsidiaries involved in agricultural products, real
estate development and a resort hotel, for a total price of
$220.1 m illion. In order to effect the sale, the Company pur
chased certain assets for $40.0 m illion which were included in
the sale of the Arizona properties. The sale was accounted for
as an installm ent sale and resulted in the recognition of a
pretax gain of $134.5 m illion ($73.4 m illion after tax) in 1987. A
pretax gain of $17.0 m illion ($8.0 m illion after tax) was re
corded in 1986 from the sale.
A combined gain was recorded in 1987 from the sales of the
Zaire and T.E.I. subsidiaries, the Company’s joint venture
interest in Toyobo Petcord of Japan and certain plant closure
reserve adjustments.
An asset write-down was charged against income in 1987
from the term ination of a currency exchange rate protection
agreement in Mexico.
In the third quarter of 1986, the Company settled a signifi
cant portion of its liability for the principal dom estic salary plan
through the purchase of an annuity contract from a major
insurance company. The result was a gain of $304.4 million
($152.0 m illion after tax or $1.39 per share).
The 1986 restructuring charges include the closing of the
Cumberland, Maryland and New Toronto, Ontario, Canada
tire plants and the W indsor, Vermont shoe products plant.
Also included were: the implementation of special employee
reduction programs, the disposal of assets no longer required,
the incurrence of certain contractual costs, the difference
between purchase and m arket price of 12.5 million shares of
the Company’s common stock acquired from the General
Oriental Group and expenses related to that purchase, and
other nonrecurring restructuring costs and fees.

HERCULES INCORPORATED (DEC)

Net sales..................................
Cost of sales...........................
Selling, general and adminis
trative expenses.................
Research and development...
Nonrecurring operating ex
penses................................
income from operations.........

1987
1988
1986
(Dollars in thousands)
$2,802,072 $2,693,003 $2,615,110
1,998,741
2,193,081
2,063,661
379,434
74,352

347,562
73,819

341,591
71,142

25,548
129,657

31,056
176,905

18,258
185,378
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NOTES TO FINANCIAL STATEMENTS

TABLE 3-9: ASSUMED RATE OF
COMPENSATION INCREASE

(Dollars in thousands)
4. Nonrecurring Operating Expenses
Nonrecurring operating expenses represent items of ex
pense which by their nature are considered operating ex
penses of the corporation, but do not relate directly to current
ongoing business activity. They include an early retirement
incentive program for salaried employees at substantially all
domestic locations ($25,548) in 1988; environmental cleanup
costs for a previously owned idle facility ($20,000) and a
writedown of an acquisition overprice ($11,056) in 1987; and a
retirem ent incentive program ($5,500), inventory writeoffs
($7,767) and environmental cleanup of an inactive facility
($4,991) in 1986.

EMPLOYEE RETIREMENT BENEFITS
Statements o f Financial Accounting Standards No. 87 and
No. 88, Section P16 of FASB Accounting Standards— Cur
rent Text, are the authoritative pronouncements on pension
accounting and reporting. The requirements of SFAS No. 87,
except for the recognition of an additional minimum liability,
are effective for fiscal years beginning after December 15,
1986. The effective date for recognition of an additional mini
mum liability, as defined in paragraphs 36-38 of SFAS No. 87,
is fiscal years beginning after December 1 5 , 1988.

Paragraph 54 of SFAS No. 87 enumerates the disclosure
requirements for a defined benefit pension plan. Those re
quirements include disclosing the discount rate and rate of
compensation increase used to determine the projected bene
fit obligation and the expected rate of return on plan assets.
Tables 3 -8 ,3-9, and 3-10 list the percents used by the survey
companies for the actuarial assumptions.

4.5 or less.................................. ..........

6 .5 .........................................................
7.............................................................
7 .5 .........................................................
8.............................................................
8 .5 .........................................................
9.............................................................
9 .5 .........................................................
10..........................................................
10.5........................................................
11..........................................................
11.5 or greater.......................................
Not disclosed.........................................
Total Companies...............................

1988
22
85
74
168
52
39
12
8
2
2
—

1987
17
81
59
152
46
42
14
9
1
—
—

—

—

—

—

—

—

—
37
501

—
19
440

1986
8
47
42
108
35
25
6
6
2
—
—
—
—
—
—
6
285

In addition to providing pension plans for their employees,
329 survey companies disclosed that they provide postretire
ment health care and life insurance benefits. Paragraph 6 of
Statement o f Financial Accounting Standards No. 81, Section
P50 of FASB Accounting Standards— C urrent Text, sets forth
the information that should be disclosed about health care and
life insurance benefits.
Examples of employee retirem ent benefit disclosures fol
low.

TABLE 3-10: EXPECTED RATE OF RETURN

TABLE 3-8: ASSUMED DISCOUNT RATE
%

%
4.5 or less.............................................

1988

1987

1986

1988

1987

1986

—

—

—

4.5 or less.................................. ..........

—

—

—

_

_

_

—

5 .5 .............................................
6................................................. ..........
6 .5 ............................................. ..........
7................................................. ..........
7 .5 ............................................. ..........
8................................................. ..........
8 .5 ............................................. ..........
9................................................. ..........
9 .5 ............................................. ..........
10............................................... ..........
10.5............................................ ..........
11............................................... ..........
11.5 or greater........................... ..........
Not disclosed.............................. ..........

—
2
1
14
12
77
48
141
56
92
18
15
10
15

—

—

8
15
66
47
126
61
73
16
19
4
4

—
—
—
2
11
40
31
77
33
52
12
14
11
2

Total Companies.................... ...........

501

440

285

5 .5 .............................................
6.................................................
6 .5 ............................................. ..........
7................................................. ..........
7 .5 ............................................. ..........
8................................................. ..........
8 .5 ............................................. ..........
9................................................. ..........
9 .5 ............................................. ..........
10............................................. ..........
10.5............................................ ..........
11............................................... ..........
11.5 or greater........................... ..........
Not disclosed.............................. ..........

3
7
13
74
118
167
73
31
2
1
—
12

1
2
18
81
113
134
61
25
4
1
—
—

—
—
7
25
103
62
61
13
11
—
1
—
2

Total Companies.................... ...........

501

440

285

%

1
—
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Millions of dollars

PENSION PLANS
Defined Benefit Plans
ATLANTIC RICHFIELD COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
11. Retirem ent Plans

The Company and its subsidiaries have defined benefit
pension plans to provide pension benefits to substantially all
employees. The benefits are based on years of service and
the employee’s compensation prim arily during the last three
years of service. The Company’s funding policy is to make
annual contributions as required by applicable regulations. In
1988,1987 and 1986, the Company charged pension costs as
accrued, based on an actuarial valuation for each plan, and
funded the plans through contributions to trust funds that are
kept apart from Com pany funds. In 1986, the Company
adopted S tatem ent o f F inancial Accounting Standards
(SFAS) No. 87 which revised the method of accounting for
pensions. The after-tax effect on 1986 earnings as a result of
the adoption of SFAS No. 87 was a benefit of $52 million or
$.29 per share.
The following table sets forth the plans’ funded status and
amounts recognized in the Company’s balance sheet (includ
ing discontinued operations) at Decem ber3 1 ,1988 and 1987:
Millions of dollars
1988

Assets Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed Assets

$1,200

$172

Actuarial present value of benefit
obligations:
Vested benefit obligation.................
Accumulated benefit obligation.......

$1,243

$172

Projected benefit obligation.............
Plan assets at fair value, primarily
stocks and bonds...........................

$1,392

$178

2,152

—

Projected benefit obligation (in excess
of) or less than plan assets............
Unrecognized net (gain) or loss..........
Prior service cost not yet recognized
in net periodic pension cost............
Unrecognized net obligation (asset) at
January 1.....................................
Adjustment required to recognize mini
mum liability...............................................
Prepaid pension cost (pension liability)
recognized in the balance sheet.....

760
(257)

(178)
(12)

36

—
(580)109
—

S (41)

1987
Actuarial present value of benefit
obligations:
Vested benefit obligation...............
Accumulated benefit obligation......
Projected benefit obligation...........
Plan assets at fair value, primarily
stocks and bonds........................
Projected benefit obligation (in excess
of) or less than plan assets..........
Unrecognized net (gain) or loss.........
Prior service cost not yet recognized
in net periodic pension cost..........
Unrecognized net obligation (asset) at
January 1...................................
Adjustment required to recognize mini
mum liability...............................
Prepaid pension cost (pension liability)
recognized in the balance sheet.....

Assets Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed Assets

$1,200
$1,266
$1,406

$186
$186
$192

2,086

—

680
(191)

(192)
(9)

—

—

(627)

132

—

—

$ (138)

$(69)

Pension costs related to Company-sponsored plans, on a
pre-tax basis, including amortization of unfunded projected
benefit obligations for 1 9 8 8 ,1987 and 1986 were as follows:
Millions of dollars
1988
1987
Service cost-benefits earned during the
period..............................................
$ 28
$ 32
interest cost on projected benefit obligation
120
115
Actual return on plan assets.......................
(180) (139)
Net amortization and deferral..................
26
(8)
Net periodic pension cost (benefit)...........
$ (6) $ —

1986
$ 24
125
(367)
227
$ 9

The Company’s assumptions used as of December 31,
1988, 1987 and 1986 in determining the pension cost and
pension liability shown above were as follows:
Percent
1988
Discount rate............................................
10.0
Rate of salary progression..............................
5.0
Long-term rate of returnon assets....................
9.5

1987
9.75
5.0
9.5

1986
8.5
5.0
9.5

The Company provides certain health care and life insur
ance benefits for substantially all retired employees. The costs
of such benefits are recognized as incurred. In 1988,1987 and
1986, these costs totaled $22 million, $19 million and $18
million, respectively.

—
$ (81)

AVNET, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies
Pension Plan— In 1986, the Company adopted FASB No.
87 in accounting for its noncontributory pension plan. Funding
is limited to amounts that are available for deduction under the
Internal Revenue Code.
8 (In Part): Pension and Profit Sharing Plans
During the three years ended June 3 0 , 1988, the following
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amounts were charged (credited) to income under the Com
pany’s pension and profit sharing plans:

(Thousands)
1988............................................................
1987............................................................
1986............................................................

Pension
$(2,016)
(2.366)
(3.807)

Profit
Sharing
$631
401
150

Pension Plan
The Company’s defined benefit pension plan covers sub
stantially all of the dom estic employees, except for those at
one unit covered by a profit sharing plan. The benefits are
based prim arily on years of service and career average pay. At
June 30, 1988, approximately 63% of the Plan assets con
sisted of U.S. government securities with the remainder being
prim arily corporate debt obligations and short-term market
able debt securities.

The pertinent assumptions and calculations covering the
pension credits, obligations and liability are summarized be
low:
Assumptions
Interest rate.......................................
Salary increases.................................
Expected return on Planassets..............
Credits to income
(Thousands)
Earned:
Expected return onPlan assets.......
Amortization of excess assets at July
1, 1985 ....................................
Less benefits:
Present value of benefits earned dur
ing year....................................
Interest on projected benefit obliga
tion..........................................
Net credit to income...................

6/30/88
8%
5%
8%

6/30/87 6/30/86
8%
8%
5%
5%
8%
9%

1988

1987

1986

$5,940

$5,636

$5,859

2,830
8,770

2,830
8,466

2,830
8,689

3,399

3,143

2,284

3,355
6,754
$2,016

2,957
6,100
$2,366

2,598
4,882
3,807

Funded status of the Plan
(Thousands)
June 30,
Projected benefit obligation;
Vested benefits........................................
Non-vested benefits..................................
Accumulated pension obligation..............
Future salary assumption..........................
Projected benefit obligation...................
Unamortized July 1, 1985 excess assets.........
Cumulative higher return on assets than ex
pected....................................................
Cumulative higher projected benefit obligation
than expected..........................................
Less market value of Plan assets...................
Accrued (prepaid) pension cost..................

1988

1987

$40,205
5,210
45,415
3,282
48,697
35,936

$31,187
8,354
39,541
2,808
42,349
38,766

1,127

998

(7,702)
78,058
79,783
$(1,725)

(5,977)
76,136
75,845
$ 291

THE BOEING COMPANY (DEC)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
(Dollars in m illions except per share data)
Note 1 (In Part): Summary o f Signific a n t Accounting Poli
cies
Retirement benefits. Effective January 1 , 1987, the Com
pany changed its method of accounting for pension costs as
required by Statem ent of Financial Accounting Standards No.
87. The actuarial cost method used in determining the net
periodic pension cost was changed to the projected unit credit
method.

The Company’s funding policy is to contribute, at a mini
mum, the statutory required amount to an irrevocable trust.
Benefits under the plans are generally based on years of credit
service, age at retirem ent and average of last five years’
earnings.
Postemployment health care benefits are accrued (but not
funded) for eligible retirees.
Note 9— Retirem ent Benefits
The Company has various noncontributory plans covering
substantially all employees. As discussed in Note 1, the Com
pany changed its method of accounting for pension costs as
required by Statement of Financial Accounting Standards No.
87 (SFAS No. 87) in 1987, and revised its actuarial assump
tions involving m ortality forecasts. A fter considering the
effects on inventory carrying values of these and other plan
changes, the effect on net earnings after taxes for 1987 was
an increase of $39 or $.25 per share.

The m ajority of the pension plans have plan assets that
exceed accumulated benefit obligations. The following table
summarizes the funded status of these plans and the amounts
recognized in the Consolidated Statement of Financial Posi
tion at December 31.
1987

1988
Actuarial present value of benefit obligations:
Vested...............................................................
Nonvested........................................................

$(3,942)
(368)

$(3,458)
(291)

Accumulated benefit obligation.......................
Effect of projected future salary increases........

(4,310)
(936)

(3,749)
(1,017)

(5,246)

(4,766)

5,638

5,174

Projected benefit obligation for service ren
dered to date................................................
Plan assets at fair value, primarily bonds, other
fixed income obligations, stocks and insurance
contracts...........................................................
Plan assets in excess of projected benefit obliga
tion ..................................................................
Unrecognized net loss (gain).................................
Unrecognized prior service cost...........................
Unrecognized net asset at January 1 , 1987 being
recognized over the plans’ average remaining
service lives.....................................................
Prepaid pension cost recognized in the Consoli
dated Statement of Financial Position..............

$

392
53
43

408
(5)
45

(139)

(153)

349

$

295
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The pension provision included the following components:
Year ended December 3 1 ,

1988

1987

Service cost (benefits earned during the p e rio d ).............

$210

$191

Interest cost on projected benefit o b lig atio n .....................

408

349

Actual return on plan a ss e ts ....................................................

(4 54 )

(353)

Net amortization and deferral ..................................................

9

Net periodic pension prov is io n ...............................................

$173

Cost for the company’s defined benefit plans includes the
following components:

(55)
$132

In 1988 and 1987, the weighted average discount rate and
rate of increase in future compensation levels used in deter
mining the actuarial present value of the projected benefit
obligation were 8.5% and 6.0%, respectively. The expected
long-term rate of return on plan assets was 8.5%.
In accordance with SFAS No. 87, prior year financial state
ments were not restated. The provision for pension costs was
$215 for 1986.
The retirem ent plans have been amended to provide that, in
the event there is a change in control of the Company which is
not approved by the Board of Directors and the plans are
terminated w ithin five years thereafter, the assets in the plans
first w ill be used to provide the level of retirem ent benefits
required by the Employee Retirement Income Security Act,
and then any surplus w ill be used to fund a trust to continue
present and future payments under the postemployment
medical and life insurance benefits in the Company’s group
insurance programs.
Although the Company has no intention of doing so, should
it term inate certain of its retirem ent plans under conditions
where the plan’s assets exceed the plan’s obligations, the
Company has an agreement with the Government whereby
the Government is entitled to a fair allocation of any of the
plan’s reverted assets based on plan contributions that were
reimbursed under Government contracts. Also, the Technical
and Miscellaneous Revenue Act of 1988 imposes a 15%
nondeductible excise tax on the gross assets reverted and any
net amount retained by the Company is treated as taxable
income.
Substantially all employees continue to be eligible, princi
pally until age 65, for certain health care benefits upon retire
ment from the Company. The provisions for postemployment
health care costs were $56, $59 and $40 for 1 98 8,1987 and
1986, respectively.

BRISTOL-MYERS COMPANY (DEC)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Note 10. Retirem ent Benefit Plans

The company and certain of its subsidiaries have defined
benefit pension plans for regular full-tim e employees. The
company adopted the provisions of Statement of Financial
Accounting Standards No. 87, Employers’ Accounting for
Pensions (“ FAS 87’’), for all U.S. and certain non-U.S. pen
sion plans in 1986 and additionally for all non-U.S. plans in
1987. The accounting change in 1986 had the effect of reduc
ing pension expense by $23.1 m illion resulting in net pension
income of $15.9 m illion.

Year Ended December 3 1 ,

1988

1987

1986

$ 2 0 .9

(in millions of dollars)
Service cost— benefits earned during the
y e a r......................................................................

$ 3 5 .5

$41.1

Interest cost on projected benefit obligation

5 8 .2

5 4 .0

40.1

Actual earnings on plan a s s e ts .......................

(7 1 .9 )

(5 5 .3 )

(8 9 .4 )

Net amortization and d e fe rra l..........................

(1 8 .0 )

(2 8 .7 )

7 .4

Cost of non-U .S . pension plans which have
not adopted FAS 8 7 .......................................

—

—

Net pension expense (in co m e )........................

$ 3 .8

$11.1

5.1
$ (1 5 .9 )

The projected benefit obligation assumes a discount rate of
9½% in 1988 and in 1987 and 8 ½ % in 1986 and a 5% rate of
compensation increase in each year. The expected long-term
rate of return on plan assets is 12% in 1 9 8 8 ,1987 and 1986.
The fund status of the plans is as follows:
December 31,

1987

1988

1986

(in millions of dollars)
Actuarial present value of accumu
lated benefit obligations:
V e s te d ......................................................

$ (4 8 3 .5 )

$ (4 2 5 .9 )

N on-vested..............................................

(5 2 .8 )

(4 8 .5 )

(4 9 .6 )

$ (5 3 6 .3 )

$ (4 7 4 .4 )

$ (4 2 7 .8 )

$ (7 0 4 .3 )

$ (6 2 1 .2 )

$ (5 4 9 .5 )

Total projected benefit ob lig ation........
Plan assets at fair valu e..........................

$ (3 7 8 .2 )

7 0 4 .6

7 5 0 .5

6 5 9 .6

Excess of plan assets over projected
benefit obligation..................................

8 3 .4

4 6 .2

110.1

Unamortized net assets at a dop tion...

(1 4 7 .6 )

(1 6 0 .2 )

Unrecognized prior service c o s t ..........

65.1

6 8 .3

—

Unrecognized net lo s s e s .........................

5 2 .5

1 9.0

8 3 .2

Prepaid pension c o s t ...............................

$

1 6.2

$

1 0 .5

(1 7 6 .3 )

$

1 7 .0

General plan improvements granted during 1987 are re
flected in the 1987 unrecognized prior service cost and in the
increases in other costs and liabilities over 1986.
Plan benefits are based prim arily on years of service and on
average compensation during the last years of employment.
Plan assets consist principally of equity securities, fixed in
come securities and group annuity contracts.
The company provides medical and life insurance benefits
for certain retired dom estic employees who reach normal
retirement age while working for the company. The cost of
retiree health care and life insurance benefits is expensed as
paid and totalled $5.4 m illion, $4.5 m illion and $4.0 million in
1 9 8 8 ,1987 and 1986, respectively.
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The following table sets forth the funded status of domestic
pension plans:

CABOT CORPORATION (SEP)
N O TE S TO C O N S O L ID A T E D F IN A N C IA L STATE
MENTS

September 3 0

198 8

1987

$ 4 9 ,0 1 0

$ 1 9 4 ,9 2 6

Dollars in thousands

J (In Part): Pension Plans and Retirement Benefits

Actuarial present value of projected benefit

The Company has trusteed, non-contributory pension plans
covering most employees in the United States and certain
foreign subsidiaries. Benefits provided under the Company’s
defined benefit pension plans are primarily based on years of
service and the employee’s compensation. The Company’s
funding policy is to contribute an amount annually based upon
actuarial and economic assumptions designed to achieve
adequate funding of projected benefit obligations.
During fiscal year 1988, the Company announced a restruc
turing of the retirement benefits program for most of its domes
tic work force which affected the Retirement Income Plan
(“RIP”), the Company’s principal retirement plan. All accumu
lated benefits under the RIP were vested as of May 15,1988.
The Company terminated the RIP and recovered excess plan
assets of $89,000,000 after purchasing a nonparticipating
group annuity contract on behalf of the beneficiaries for
$115,000,000 to settle the Company’s obligation for benefits
earned through June 30,1988. A pre-tax gain of $50,500,000
was recognized as a result of settling the accumulated benefit
obligation under this plan. This gain is net of excise taxes of
$8,900,000 on the distribution of excess assets from the RIP
and $3,000,000 in additional profit sharing expense and other
expenses resulting from the recognition of the gain.
Retirement benefits for RIP participants will now accrue
under two new employee benefit plans: the Cash Balance
Plan ("CBP”) and the Employee Stock Ownership Plan
(“ESOP”). The CBP, a defined benefit pension plan, was
established effective October 1 , 1988. In November, 1988, the
ESOP was funded with the Company’s newly-issued Series B
ESOP Convertible Preferred Stock, which was acquired with
$75,000,000 borrowed by the ESOP in a long-term financing
(see Notes H and I).
During 1987, the Company undertook a cost reduction
program (see Note B) including an early retirement incentive
program which was provided primarily through the Company’s
pension plans. The early retirement incentive program in
creased projected pension benefit obligations by
$22,910,000, of which $20,442,000 was charged against in
come. This charge was offset in part by a gain of $8,000,000
relating to settlement of pension obligations for those retirees
electing lump-sum payments of their accrued benefits.

obligations..................................................................
Plan assets a t fa ir value (prim arily fixed-income
sec u ritie s)........................................................................

5 0 ,3 9 2

2 5 5 ,6 1 4

Excess of plan assets over projected benefit
obligations.........................................................................
Unrecognized net g a in .................................................
Unrecognized prior service c o s t...................................

1 ,3 8 2
(1 7 ,9 4 1 )

6 0 ,6 8 8
(5 4 ,4 5 6 )

(1 5 ,0 1 8 )

5 ,0 0 5

Unrecognized net asset at October 1 , 1985
being amortized over 16 y e a rs ............................

(5 ,0 2 8 )

(2 5 ,5 2 9 )

Net deferred pension credit (included in
other deferred liab ilities)..................................

$ (3 6 ,6 0 5 )

$ (1 4 ,2 9 2 )

At September 30, 1988 and 1987, the projected benefit
obligations include accum ulated b en efit obliga tion s of
$27,832,000 and $153,635,000, respectively, of which
$21,866,000 is vested in 1988 and $139,382,000 is vested in
1987. In determ ining the present value of benefit obligations,
discount rates of 8.0% and 8.5% were used in 1988 and 1987,
respectively, the expected long-term rate of return on assets
used was 10.0% and 9.8% in 1988 and 1987, respectively,
and the assumed rate of increase in future compensation
levels was 7%.
Foreign
Effective October 1 , 1987, the Company adopted the provi
sions of Statement o f Financial Accounting Standards No. 87
(FAS 87), “ Employers’ Accounting for Pensions,” in account
ing and reporting fo r most o f its foreign pension plans. The
effect of adopting was not material.
For non-U.S. defined benefit pension plans, net periodic
pension costs in 1988 were comprised of the following ele
ments:
Year ended September 30
Dollars in thousands
Current year service c o s t.......................................................................

$ 4 ,5 3 2

Interest accrued on pension ob lig ations................................................

3 ,2 3 6

Return on plan a s s e ts .................................................................................

(3 ,0 6 5 )

Net am o rtization.......................................................................................
Net periodic pension cost...............................................................

(397)
$ 4 ,3 0 6

Domestic
Net domestic periodic pension cost (income) in 1988,1987
and 1986, excluding the early retirement incentive discussed
above, was comprised of the following elements:

The following table sets forth the funded status of foreign
pension plans:
September 3 0

Years ended September 3 0

198 8

198 7

1986

Actuarial present value of projected benefit ob lig ations.............

Dollars in thousands
Current year service c o s t..................

$ 6 ,9 4 6

$ 1 0 ,2 7 5

$ 1 0 ,4 2 8

$ 4 3 ,1 1 4

Plan assets at fair value (prim arily fixed-income and equity
secu rities)..................................................................................................

Interest accrued on pension
obligations..............................................
Actual return on plan a s s e ts ..........

1988

Dollars in thousands

1 3 ,3 9 2
(1 7 ,1 1 8 )

4 6 ,1 3 6

1 4 ,4 7 8

1 2 ,9 2 7

Excess of plan assets over projected benefit obligations............

3 ,0 2 2

(5 8 ,7 3 3 )

(4 7 ,1 2 3 )

Unrecognized net lo s s ............................................................................

436

Unrecognized net asset at October 1 , 1 98 7 being amortized

Deferred (losses) gains on plan
a s s e ts ......................................................

(1 ,0 3 3 )

3 4 ,7 4 2

2 7 ,9 6 2

over 16 y e a rs ............................................................................................

Net amortization..........................................

(1 ,2 8 5 )

(1 ,8 9 0 )

(2 ,0 4 0 )

Net pension liability (included in other deferred liab ilitie s )..

(3 ,7 9 0 )
$

(332)

Net periodic pension cost (in
c o m e )............................................

$

902

$ (1 ,1 2 8 )

$ 2 ,1 5 4

In 1987 and 1986, foreign pension expense computed
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under the previous m ethod of accounting w as $ 2 ,6 5 5 ,0 0 0 and
$ 1 ,7 7 6 ,0 0 0 , respectively. At Septem ber 30, 1988, the pro
jected benefit obligation included an accum ulated benefit
obligation of $ 3 1 ,8 0 7 ,0 0 0 of which $ 3 0 ,7 0 2 ,0 0 0 is vested. In
determ ining the present value of benefit obligations, discount
rates ranging from 6.0 % to 10.0% w ere used . T he expected
long-term rate of return on assets ranged from 6.0 % to 10.0% ,
and the assum ed rate of increase in future com pensation
levels ranged from 4% to 8% .

CONSOLIDATED PAPERS, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
Note 2. Em ployee Pension a n d Benefit Plans
T he com pany and its subsidiaries sponsor non-contributory
pension plans covering substantially all em ployees. R etire
m ent benefits are provided based on em ployees' years of
service and earnings. Norm al retirem ent age is 6 5 with provi
sions for earlier retirem ent. T h e com pany’s funding policy is to
contribute am ounts to the plans w hen deductible for incom e
tax purposes. This policy generally includes am ortization of
unfunded prior service cost over a 10-year period.
Effective January 1 , 1987, th e com pany adopted Statem ent
of F in an cial A ccounting S tan d ard s No. 8 7 , “ Em ployers’
Accounting for Pensions.” As a result, th e com pany changed
its m ethod for determ ining annual pension expense for finan
cial reporting purposes, which increased 1987 net incom e by
$ 4 .2 million or $ .1 0 per share.
T h e com pany’s net periodic pension cost includes the fol
lowing com ponents:

Service cost-benefits earned during year...........
Interest cost on projected benefits......................
Actual return on plan assets................................
Amortization of net asset at transition.................
Amortization of unrecognized prior service cost.
Deferral of asset gain or (loss)............................
Net Periodic Pension Cost...............................

(In thousands)
1987
1988
$ 5,225
$ 4,966
13,893
14,896
(7,497)
(28,727)
(2,839)
(2,839)
—
213
11,379
(8,261)
$ 521
$ (112)

T o ta l p en sion e x p e n s e in 1 9 8 6 as $ 8 ,8 1 9 ,0 0 0 . T h e
assum ed rate of return used in determ ining the actuarial pres
ent value of accum ulated plan benefits w as 6.5 % in 1986.
The funded status of th e com pany’s pension plans as of
D ecem ber 3 1 , 1988 and 1987, based on Novem ber 3 0 , 1988
and 1987 asset values, is as follows:

(In thousands)
1987
1988
Accumulated Benefit Obligation:
Vested Benefit Obligation...........................
Total Benefit Obligation..............................
Projected benefit obligation............................
Plan assets at fair value................................
Plan assets in excess of projected benefit
obligation....................................................
Unrecognized net asset at transition.............
Unrecognized net (gain)..................................
Unrecognized prior service cost....................
Prepaid Pension Cost................................

The actuarial assum ptions used for determ ining the present
value of the projected benefit obligation, as m easured on
D ecem ber 3 1 , 1988 and 1987, included an 8% discount rate
and assum e an increase in com pensation levels based on
historical patterns. T he expected long-term rate of return on
the m arket-related value of plan assets w as 7 .2 5 % in 1988
and 7.5 % in 1987. P lan assets are com prised prim arily of
corporate equity and corporate and U .S . Treasury debt securi
ties.
In addition to providing pension benefits, th e com pany and
its subsidiaries provide certain health care and life insurance
benefits for its retired em ployees. Substantially all of the com 
pany’s em ployees m ay bec
o m e eligible for those benefits
after they reach ag e 55. T h e cost of retiree health care and life
insurance benefits is recognized as expense as claim s are
paid. T hese costs totaled $ 3 ,0 8 3 ,0 0 0 in 1988, $ 2 ,4 4 5 ,0 0 in
1987 and $ 1 ,6 3 5 ,0 0 0 in 19 86 . T h e com pany contributed
$ 5 ,6 9 9 ,0 0 0 , $ 7 ,1 9 5 ,0 0 0 and $ 5 ,9 9 4 ,0 0 0 in 1988, 1987 and
1986, respectively, to the C onsolidated Em ployees’ Benefit
Trust to fund such future paym ents.

DEERE & COMPANY (OCT)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Sum m ary o f Significant Accounting Policies (In Part)
In the first quarter of 1988, th e com pany adopted for all
significant foreign pension plans Financial Accounting Stan
dards Board (FA S B ) Statem ent No. 8 7 , Em ployers’ Account
ing for Pensions, and FASB S tatem ent No. 88, Em ployers’
Accounting for S ettlem ents and C urtailm ents of Defined Ben
efit Pension P lans and for Term ination Benefits. These stan
dards w ere previously adopted in the fourth quarter of 1986 for
the com pany’s United S tates pension plans.
Pension a n d Oth e r Retirem ent Benefits
The com pany has several pension plans covering substan
tially all of its United S tates em ployees and em ployees in
certain foreign countries. T he United S tates plans and signifi
cant foreign plans in C anada, G erm any and France are de
fined benefit plans in which th e benefits are based prim arily on
years of service and em ployee com pensation n ear retirem ent.
It is the com pany’s policy to fund its United S tates plans
according to th e 1974 Em ployee R etirem ent Incom e Security
Act (E R IS A ). In C anada and France, the com pany’s funding is
in accordance w ith local law s and incom e tax regulations,
w hile the G erm an pension plan is unfunded. Plan assets in the
United S tates, C an ad a and France consist prim arily of com 
mon stocks, com m on trust funds, governm ent securities and
corporate debt securities.

$(162,891)
$(178,311)
$(206,043)
263,733

$(148,715)
$(162,853)
$(190,609)
236,151

in 1988, the com pany adopted for all significant foreign
plans FASB Statem ent N o. 8 7 , Em ployers’ Accounting for
Pensions. This standard w as previously adopted in 1986 for
the com pany’s United S tates plans. For years prior to 1988,
pension expense for foreign plans is reported under the pre
vious accounting principles.

57,690
(42,578)
(18,940)
5,769
$ 1,941

45,542
(45,417)
(1,824)
2,499
$
800

The expense of all pension plans w as $ 5 4 m illion in 1988,
$4 8 million in 19 87 and $ 1 4 m illion in 1986. In 1987, pension
expense increased by $ 2 5 million due to changes in plan
benefits, $11 million from th e utilization of a low er discount
rate for expense determ ination and $ 3 million from increases
in foreign exchange rates. T hese increases w ere partially
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offset by a reduction of $5 m illion resulting from favorable
investment experience.

plans in m illions of dollars follows:
October 31

D uring 1987 and 1986, the com pany provided sup
plemental early retirem ent programs to salaried and hourly
employees. The cost of these programs was $72 m illion in
1987 ($33 million of which was accrued in 1986) and $44
million in 1986. These amounts are excluded from the respec
tive annual pension expense amounts previously cited.
In addition to providing pension benefits, the company pro
vides certain health care and life insurance benefits for retired
employees. Substantially all of the company’s United States
and Canadian employees may become eligible for these ben
efits if they reach retirem ent age while still working for the
company. These benefits and sim ilar benefits for active em
ployees are either self-insured or are provided through the
company’s insurance and health maintenance subsidiaries.
Premiums for benefits provided through the company’s insur
ance subsidiaries are based on the benefits incurred during
the year. The company recognizes the cost of the self-insured
benefits as the claim s are incurred and recognizes the cost of
the benefits provided through the insurance and health
maintenance subsidiaries by expensing the annual premiums.
The cost of health care benefits for retired employees in 1988,
1987 and 1986 was $46.6 m illion, $32.3 million and $29.9
million, respectively; and the cost of life insurance benefits for
retired employees was $6.1 m illion, $3.3 million and $4.3
million, respectively.
The components of net periodic pension cost and the signifi
cant assumptions for the United States plans consisted of the
following in percents and m illions of dollars:
1988

1987

1986

Service cost....................................................
$ 44
$ 51
Interest cost....................................................
191
180
Return on assets................................................
(292) 58
Net amortization and deferral...............................
93 (254)

$ 37
165
(446)
248

Net cost...........................................................

$

$36

Discount rates for obligations............................
9.3%
Discount rates for expenses...............................
9.5%
Assumed rates of compensationincreases.......
6.3%
Expected long-term rates of return....................
9.7%

$35
9.5%
8.5%
6.3%
9.7%

4

8.5%
9.6%
6.1%
9.7%

The reconciliation of the funded status of the United States

1987

1988
Assets
Exceed
Accumu
lated
Benefits
Actuarial present
value of benefit
obligations
Vested benefit
obligation.........
Nonvested benefit
obligation.........
Accumulated be
nefit obligation..
Excess of projected
benefit obliga
tion over
accumulated be
nefit obligation..
Projected benefit
obligation.............
Plan assets at fair
value.....................

Accumu
lated
Benefits
Exceed
Assets

Assets
Exceed
Accumu
lated
Benefits

Accumu
lated
Benefits
Exceed
Assets

$ (839)

$ (859)

$ (804)

$ (780)

(85)

(163)

(75)

(130)

(924)

(1,022)

(879)

(910)

(268)

(55)

(234)

(38)

(1,192)

(1,077)

(1,113)

(948)

1,209

834

1,284

Projected benefit
obligation (in ex
cess of) or less
than plan assets ...
Unrecognized net gain
Prior service cost not
yet recognized in
net periodic pen
sion cost..............
Remaining unrecog
nized transition net
asset from Nov. 1,
1985.....................

(163)

Unfunded accrued
pension cost rec
ognized in the con
solidated balance
sheet.....................

$ (106)

899

(178)
(8)

92
(35)

96
(24)

(114)
(24)

115

156

$

(34)

(175)

(64)

$ (103)

(38)

$

(61)

The components of net periodic pension cost and the signifi
cant assumptions for the foreign plans consisted of the follow
ing in percents and m illions of dollars:
1988
Service cost...........................................................................
Interest cost............................................................................
Return on assets....................................................................
Net amortization and deferral .................................................
Net cost..................................................................................
Discount rates for obligations...............................................
Discount rates for expenses.................................................
Assumed rates of compensation increases............................
Expected long-term rate of return..........................................

$ 8
16
(8)
2
$18
7.0-9.5%
7.0-9.5%
4.0-7.0%
9.5%

The reconciliation of the funded status of the foreign plans in
millions of dollars follows:

262

Section 3: Incom e Statem ent

Net periodic pension income for these plans for 1988 in
cludes the following benefit and cost components:

October 31
1988
Assets
Exceed
Accumulated
Benefits
Actuarial present value of benefit obliga
tions
Vested benefit obligation....................
Nonvested benefit obligation.............

$(47)
(2)

Accumulated benefit obligation..........
Excess of projected benefit obligation
over accumulated benefit obliga
tion ................................................

(49)

Projected benefit obligation....................
Plan assets at fair value.........................

(59)
97

Projected benefit obligation (in excess
of) or less than plan assets..............
Unrecognized net gain...........................
Remaining unrecognized transition net
(asset) obligation from November 1,
1987...................................................
Unfunded accrued pension cost recog
nized in the consolidated balance
sheet.................................................

(10)

38
(6)

(32)

$ 0

Accumulated
Benefits
Exceed
Assets

$(129)
(6)
(135)

Service co st..............................................................................
Interest cost, including $191 for the supplemental plan..........
Actual return on plan assets.....................................................
Net amortization and deferral, including expense of $102 for
the supplemental plan...........................................................

$ 2,001
2,884
(1,195)

Net periodic pension income.....................................................

$(1,007)

The funded status and amounts recognized in the consoli
dated balance sheet as of February 2 7 , 1988 are as follows:
Defined
benefit
plan

Supplemental
plan

Actuarial present value of benefit obliga
tions:
Vested benefit obligation.....................

$20,374

$2,556

Accumulated benefit obligation............

$21,790

$2,556

$32,454
(48,334)

$2,556

(15,880)

2,556
126

(31)
(166)

(166)
(4)

68

$(102)

GIANT FOOD INC. (FEB)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Pension costs: Pension plans cover all eligible executive
and adm inistrative personnel. In addition, payments are made
to industry retirem ent plans for most of the other personnel.

(4,697)

Projected benefit obligation.................
Plan assets at fair value...........................
Projected benefit obligation in excess of
(less than) plan assets.........................
Unrecognized net gain (loss)....................
Unrecognized prior service c o s t..............
Unrecognized net (obligation) asset at
March 1, 1987.....................................
Pension liability recognized in the consoli
dated balance sheet.............................

( 16)

(268)

$

17,365

(1.432)

1,201

$1,250

Actuarial assumptions used for 1988 were as follows:
Discount rate.................................................................................
Rate of increase in compensation levels.......................................
Expected rate of return on plan assets.........................................

9%
5%
10%

8. (In Part): Employee Benefit Plans
Retirement plans: The Company maintains a defined bene
fit pension plan which covers all non-union employees meet
ing minimum age and service requirements. Plan benefits are
based on the participant’s years of service and average
annual earnings in the five consecutive highest paid years
during the last ten years preceding retirement. The Com
pany’s policy is to fund the amount expensed for accounting
purposes subject to it being deductible for income tax pur
poses. Because of the funding surplus, no contribution was
made for 1988 or 1987. Plan assets are invested in a bank
money m arket account, corporate and governm ent debt
securities and common stock.
A supplementary non-qualified, non-funded pension plan
for certain officers is also maintained and is being provided for
by charges to earnings sufficient to meet the projected benefit
obligation. The pension cost for this plan is based on substan
tially the same actuarial methods and economic assumptions
as those used for the defined benefit pension plan.
Effective March 1, 1987, the Company adopted the provi
sions of Statement of Financial Accounting Standards No. 87,
Employers’ Accounting for Pensions. Because of the Com
pany’s overfunded position and an increase in the expected
rate of return on plan assets from 8% to 10%, the change in the
method of accounting for pension costs resulted in pension
income of $1,007 in 1988 compared to pension expense of
$888 in 1987 and $1,168 in 1986.

C o n trib u tio n s are m ade to union-sponsored, m u lti
employer plans in accordance with negotiated labor contracts.
Information on the actuarial present value of accumulated
plan benefits and net assets available for benefits relating to
these plans is not available. Contributions to all such plans
approximated $18,311, $16,936 and $15,686 in 1988, 1987
and 1986, respectively.
The Company sponsors a tax deferred savings plan where
by eligible employees may elect annually to contribute up to
the lesser of seven thousand dollars or 20% of their com
pensation. The Company matches contributions up to 3% of
the employee’s compensation. Contributions to the plan were
$1,925, $1,798 and $1,651 in 1 9 8 8 ,1987 and 1986, respec
tively.

THE LAMSON & SESSIONS CO. (DEC)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Note D— Retirem ent Plans
The Company sponsors pension plans covering substan
tially all dom estic and certain foreign employees. Plans cover
ing domestic salaried employees provide benefits that are
based on an employee’s years of service and compensation
during the five-year period prior to retirement. Plans covering
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dom estic hourly em ployees provide benefits of stated
amounts for each year of service. The Company annually
contributes to the plans covering dom estic em ployees
amounts which are actuarially determined to provide the plans
with sufficient assets to meet future benefit payment require
ments. Foreign executives and employees with over five years
service are covered by fully funded insurance programs.
in 1988, as part of the decision to sell certain divisions, the
Company received approval to term inate pension plans for
certain hourly and salaried employees. As a result, plan
assets in excess of plan obligations were reverted to the
Company and accounted for as a part of the loss on sale of
divisions (see Note H).
Pension expense is comprised of the following:
(In thousands)

1988

Benefits earned.................
$1,130
Interest on projected benefit obliga
tions .............................................
Actual return on assets......................
Net amortization and deferral.............
Defined contribution and other plans .

1987

1986

$1,094

$ 704

6,092
(3,188)
(1,793)
687

6,102 6,249
(5,306)
(5,060)
43
(74)
299
106

$2,928

$2,232

$1,925

The following table summarizes the funded status of the
Company’s domestic defined benefit pension plans and the
related amounts recognized in the Company’s consolidated
statement of financial position;
1988
Status of Plans

(in thousands)

Plans
Where
Assets
Exceed
Benefits

Plans
Where
Benefits
Exceed
Assets

1987
Status of Plans
Plans
Where
Assets
Exceed
Benefits

Plans
Where
Benefits
Exceed
Assets

Actuarial present
value of benefit
obligations:
Vested benefit
obligations........

$ (5,502)

$(57,375)

$(4,559)

$(57,815)

Accumulated be
nefit obligation..

$ (6,856)

$(58,477)

$(5,449)

$(59,458)

$10,066

$ 41,832

$9,994

$44,880

Plan assets at fair
value.....................
Projected benefit
obligation.............
Plan assets in excess
of (less than) pro
jected benefit
obligation.............
Unrecognized net
liabilities due to
changes in
assumptions.........
Unrecognized initial
net (assets) obliga
tion, net of amor
tization..................
Pension (liabilities)
assets recognized
in consolidated
statement of finan
cial position..........

Accrued expenses and other liabilities in the statement of
financial position include the current portion of pension liabili
ties of $3,365,000 and $3,807,000 in 1988 and 1987, respec
tively. The assumptions used in determining the pension ex
pense and funded status information above for the discount
rate, the long-term rate of return on assets and salary progres
sions were 9.5%, 10.5% and 5%, respectively, in each year.
Plan assets consist prim arily of fixed income and equity secu
rities.
Beginning January 1 , 1989 the Company will be required to
recognize the additional minimum liability aspects of State
ment of Financial Accounting Standards No. 87, “ Employers’
Accounting for Pensions.’’ This statement requires the recog
nition of an additional pension liability and intangible assets of
approximately $7,100,000 and $4,900,000, respectively, as of
January 1 , 1989. This w ill result in an estimated direct reduc
tion of shareholders’ equity of approximately $2,200,000 as of
January 1, 1989.
During 1986, the Company adopted Statement of Financial
Accounting Standards No. 88, “ Employer’s Accounting for
Settlements and Curtailm ents of Defined Benefit Pension
Plans and for Termination Benefits,” which reduced the 1986
net loss by the cumulative effect of the change in accounting
related to a terminated pension plan by $4,726,000 or $.80 per
share.
In addition to providing pension benefits, the Company
provides certain health care and life insurance benefits for
certain retired employees. The cost of retiree health care and
life insurance benefits is recognized as expense as claims are
paid. These costs totalled $1,868,000, $1,699,000 and
$1,684,000 in 1988, 1987 and 1986, respectively.

THE NEW YORK TIMES COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
8. Pension Plans

(8,365)

(58,670)

(6,016)

(60,506)

1,701

(16,838)

3,978

(15,626)

The Company sponsors several pension plans and makes
contributions to several others in connection with collective
bargaining agreements, including a joint Company-union plan
and a number of joint industry-union plans. These plans cover
substantially all employees.
The Company-sponsored pension plans provide participat
ing employees with retirem ent benefits in accordance with
benefit provision form ulas which are based on years of service
and final average or career pay, and where applicable, em
ployee contributions. Funding is based on an evaluation and
review of the assets, liabilities and requirements of each plan.
Retirement benefits are also provided under supplemental
unfunded pension plans.
Net periodic pension cost was $12,492,000 in 1988,

711

(2,650)

$ (238)

4,876

219

2,739

2,371

(3,831)

2,597

$( 9,591)

$ 366

$(10,290)

$ 1 2 ,5 1 0 ,0 0 0 in 1987 and $ 1 0 ,8 1 4 ,0 0 0 in 1986. T he com p o
ne nts o f n e t p e rio d ic p e n sio n c o s t a re :
Dollars in thousands
Year Ended December 31

1988

1987

1986

Service cost................................
Interest cost...............................
Actual return on plan assets.......
Net amortization and deferral.....

$ 8,728
17,299
(19,100)
5,565

$ 8,848
15,728
(5,426)
(6,640)

$ 7,868
13,237
(16,847)
6,556

Net periodic pension c o s t..........

$12,492

$12,510

$10,814
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Assumptions used in the actuarial computations were:
Year Ended December 31

1988

1987

1986

Discount rate...................................................
Rate of increase in compensation levels.........
Expected long-term rate of return on assets...

8.5%
6.0%
9.0%

8.5%
6.0%
9.0%

8.0%
6.0%
8.5%

JAMES RIVER CORPORATION OF VIRGINIA (APR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6. Retirem ent Plans

Defined Benefit Pension Plans
T he s ta tu s o f th e C o m pa ny’s fu n d e d plans is as fo llo w s :
Dollars in thousands
December 31

1988

1987

Actuarial present value of benefit obligations:
Vested benefit obligation...................................

$143,764

$129,524

Accumulated benefit obligation..........................

$155,345

$140,449

Projected benefit obligation...............................
Plan assets at fair value....................................

$199,427
178,130

$179,751
156,868

Projected benefit obligation in excess of plan
assets...........................................................
Unrecognized net lo ss.......................................
Unrecognized prior service cost.........................
Unrecognized net asset.....................................
Recorded pension liability..................................

21,297
(1.042)
(1,453)
2,510
$ 21,312

22,883
(2,805)
(876)
2,680
$ 21,882

Plan assets, which consist of money market investments,
investments in marketable fixed income and equity securities,
and an investment in a group annuity insurance contract, were
valued as of December 31 of each year.
The accumulated benefit obligation of the supplemental
unfunded pension plans as of December 3 1 , 1988 and 1987
was $12,072,000 and $10,406,000, respectively, and in
cluded nonvested ben efits of $1,922,000 in 1988 and
$2,232,000 in 1987. The projected benefit obligation was
$17,348,000 and $15,308,000 as of December 3 1 , 1988 and
1987, re sp e ctive ly. The accrued pension lia b ility was
$6,300,000 in 1988 and $4,164,000 in 1987. The excess of the
projected benefit obligation over the recorded pension liability
consists in 1988 of $812,000 unrecognized actuarial loss,
$1,017,000 unrecognized prior service cost and $9,219,000
unrecognized pension obligation and in 1987 of $134,000
unrecognized actuarial loss, $1,023,000 of unrecognized prior
service cost and $9,987,000 unrecognized pension obliga
tion.
The Company has deferred until 1989 financial statement
recognition of the additional liability relating to the unfunded
status of these plans. If such recognition were given effect on
the Consolidated Balance Sheets, as of December 3 1 , 1988
other lia b ilitie s w ould include an additional lia b ility of
$5,772,000 and miscellaneous assets would include a related
intangible asset of equal amount. The comparable amount as
of December 31, 1987 was $6,241,000.
In connection with collective bargaining agreements, the
Company contributes to several other pension plans including
a joint Company-union plan and a number of joint industryunion plans. Contributions are determined as a function of
hours worked or period earnings. Pension cost for these plans
w as $14 ,17 1 ,00 0 In 1988, $14 ,54 1 ,00 0 in 1987 and
$13,814,000 in 1986.

The Company has a number of pension plans covering
substantially all employees. These include plans which are
administered by the Company, as well as union-administered
multiemployer plans. James River’s plan covering salaried
employees is contributory and provides pension benefits
based upon the employee’s career-average compensation
and years of service. Salaried employees are eligible to par
ticipate in the plan upon the completion of six months of
service. Employee contributions are determined as .75% of
each covered employee’s earnings up to the Social Security
taxable wage base, and 1.4% of earnings in excess thereof.
Plans covering hourly employees (including multiemployer
plans) are generally noncontributory and provide pension
benefits based on stated amounts for each year of service.
Employees covered under hourly plans are eligible to partici
pate upon the completion of up to one year of service. Em
ployees become fully vested in the Company-administered
plans upon the completion of ten years of service. The funding
policy for all Company-administered plans is to make at least
the minimum annual contributions required by the Employee
Retirement Income Security Act of 1974. Contributions to
multi-employer plans are generally based on fixed rates as set
forth in negotiated labor contracts.
The components of net periodic pension cost in fiscal 1988
and 1987 were as follows:
(in thousands)
Service cost— benefits
earned during the
year......................
Interest accrued on
projected benefit
obligation.............
Return on plan
assets:
Actual....................
Deferred................
Net amortization and
deferral.................

$(11,352)
(78,522)

1988

1987

$23,462

$20,655

74,202

69,209

(89,874)
946

$(126,804)
40,984

(85,820)
(1,759)

8,736

2,285

Contributions to mul
tiemployer pension
plans.....................

5,865

5,818

Total net pen
sion c o s t.....

$14,601

$ 8,103

Net amortization and deferral consists of amortization of the
net asset existing at the date of initial application of Statement
of Financial A ccounting Standard No. 87, “ Em ployers’
Accounting for Pensions,” (“ SFAS 87” ) in fiscal 1986, and
deferral and amortization of subsequent net gains and losses.
Pension expense and plan obligations are calculated using
assumptions that are estimates of factors that will determine,
among other things, the amount and tim ing of future benefit
payments. W eighted-average rate assumptions used in deter-
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m in in g t h e fis c a l 1 9 8 8 a n d fis c a l 1 9 8 7 n e t p e n s io n c o s t w e r e
a s f o llo w s :

Discount rate ..............................................................................

1988

1987

8 .0 %

8 .7 %

Rate of increase in future compensation levels.............

6 .0 %

6 .7 %

Long-term rate of return on plan assets..........................

1 0 .0 %

1 0 .7 %

T h e f o llo w in g t a b l e s e t s f o r t h t h e f u n d e d s t a t u s o f C o m p a n y a d m in i s t e r e d p l a n s a n d t h e a m o u n t s r e c o g n iz e d in t h e C o m 
p a n y ’s b a l a n c e s h e e t a t A p r il 2 4 , 1 9 8 8 a n d A p r il 2 6 , 1 9 8 7 ,
b a s e d o n v a l u a t io n s a s o f J a n u a r y 3 1 , 1 9 8 8 a n d J a n u a r y 3 1 ,
1 9 8 7 , r e s p e c t iv e ly . B e n e f i t o b lig a t i o n s a t J a n u a r y 3 1 , 1 9 8 8
w e r e d e t e r m in e d u s in g a n a s s u m e d d i s c o u n t r a t e o f 8 . 0 % a n d
a n a s s u m e d r a t e o f in c r e a s e in f u t u r e c o m p e n s a t io n le v e ls o f

6.0% .
April 2 6 , 1987

April 2 4 , 1988

(in thousands)

Assets

Accumulated

Assets

Accumulated

Exceed

Benefits

Exceed

Benefits

Accumulated

Exceed

Accumulated

Exceed

Benefits

Assets

Benefits

Assets

Actuarial present value of projected benefit obligation, based on employment service to
date and current salary levels:
Vested benefits.........................................................................................................................................

$ (5 2 6 ,3 3 4 )

Nonvested b e n e fits .................................................................................................................................

(3 8 ,0 9 2 )

Accumulated benefit obligation.....................................................................................................

(5 6 4 ,4 2 6 )

Additional amounts related to projected salary in cre a se s ........................................................

(265)

Projected benefit obligation............................................................................................................

(5 6 4 ,6 9 1 )

$ (3 5 9 ,2 7 0 )

$ (6 1 7 ,3 9 4 )

$ (2 1 6 ,8 4 8 )

(2 3 ,5 9 5 )

(4 7 ,9 0 2 )

(1 9 ,0 2 1 )

(3 8 2 ,8 6 5 )

(6 6 5 ,2 9 6 )

(2 3 5 ,8 6 9 )

(2 9 ,5 8 0 )

(2 3 ,8 1 4 )

(526)

(4 1 2 ,4 4 5 )

(6 8 9 ,1 1 0 )

(2 3 6 ,3 9 5 )

7 5 2 ,8 2 9

1 6 2 ,6 4 4

Plan assets at fair value (primarily equity securities, corporate bonds and short-term
investm ents)..............................................................................................................................................

5 9 6 ,0 0 5

Plan assets in excess of (less than) projected benefit obligation................................................

3 1 ,3 1 4

(9 9 ,0 9 6 )

Unrecognized net loss from past experience different from that assum ed..............................

4 9 ,2 2 6

7 8 ,5 4 9

Prior service cost not yet recognized....................................................................................................

2 ,2 7 6

2 1 ,5 2 5

4 ,231

3 ,9 4 5

Unrecognized net asset at April 2 9 , 198 5 , being recognized over 15 to 19 years................

(2 ,4 0 3 )

(3 1 ,0 8 5 )

(2 8 ,5 7 8 )

(7 ,7 0 5 )

Net pension asset (liability) recognized in the consolidated balance sheet...............................
S F A S 8 7 r e q u ir e s t h e r e c o g n it io n o f a lia b ility in t h e a m o u n t

$ 8 0 ,4 1 3

3 1 3 ,3 4 9

$ (3 0 ,1 0 7 )

6 3 ,7 1 9
7 ,1 9 9

$ 46,5 71

(7 3 ,7 5 1 )
4 3 ,4 6 9

$ (3 4 ,0 4 2 )

ROHR INDUSTRIES, INC. (JUL)

o f t h e C o m p a n y ’s u n f u n d e d a c c u m u l a t e d b e n e f it o b lig a t io n ,
w ith a n e q u a l a m o u n t t o b e r e c o g n iz e d a s e i t h e r a n in t a n g ib le
asset or a

r e d u c t io n

o f e q u i t y , n e t o f a p p l ic a b le d e f e r r e d

in c o m e t a x e s , n o la t e r t h a n fis c a l 1 9 9 0 . J a m e s R i v e r in t e n d s t o
a d o p t t h e s e p r o v is io n s o f S F A S 8 7 w h e n s o r e q u ir e d . B a s e d
o n a c t u a r i a l a n d p l a n a s s e t in f o r m a t io n a s o f J a n u a r y 1 9 8 8 ,
J a m e s R iv e r w o u ld b e r e q u ir e d t o r e c o r d a n a d d i t io n a l lia b ility
o f a p p r o x im a t e ly $ 3 9 . 4 m illio n . T h e a c t u a l im p a c t u p o n a d o p 
tio n w ill d e p e n d u p o n t h e f u n d e d s t a t u s o f t h e C o m p a n y ’s
p e n s io n p l a n s a t t h a t d a t e . T h e a d o p t io n o f t h e s e p r o v is io n s
w ill h a v e n o i m p a c t o n n e t i n c o m e o r c a s h flo w .

re tire d

e m p l o y e e s . S u b s t a n t i a l ly a ll e m 

p l o y e e s m a y b e c o m e e lig ib l e f o r s u c h b e n e f it s if t h e y r e t ir e
u n d e r t h e p r o v is io n s o f t h e C o m p a n y ’s r e t i r e m e n t p la n s . T h e
c o s t o f s u c h r e t i r e e b e n e f it s is r e c o g n iz e d a s e x p e n s e a s
c la im s a n d p r e m i u m s a r e in c u r r e d , e x c e p t f o r c o s t s a s s o c i
a t e d w it h b e n e f it s f o r r e t i r e e s o f c e r t a in a c q u ir e d o p e r a t io n s
w h ic h

have

been

a c c ru e d

in a c c o r d a n c e

w ith

p u rc h a s e

m e t h o d a c c o u n t in g . T h e c o s t o f p r o v id in g t h e s e b e n e f it s f o r
a p p r o x im a t e ly 1 3 , 9 0 0 r e t i r e e s is n o t s e p a r a b l e f r o m t h e c o s t o f
p r o v id in g b e n e f it s f o r t h e 3 4 , 0 0 0 a c t i v e e m p l o y e e s . T h e c o s t s
f o r b o th a c t i v e a n d r e t i r e d e m p l o y e e s a p p r o x im a t e d $ 7 4 . 9
m illio n in f is c a l 1 9 8 8 , $ 7 5 . 1
m illio n in f is c a l 1 9 8 6 .

P e n s io n P la n s
P e n s io n p l a n c o s t s in f is c a l 1 9 8 8 , d e t e r m i n e d in a c c o r d a n c e
w it h S t a t e m e n t o f F i n a n c ia l A c c o u n t in g S t a n d a r d s N o . 8 7 ,
in c lu d e c u r r e n t c o s t s p lu s t h e a m o r t i z a t i o n o f tr a n s it io n a s s e t s
o v e r p e r io d s u p to 1 4 y e a r s . P e n s io n p l a n c o s t s f o r f is c a l 1 9 8 7
s e r v ic e c o s t s a n d a c t u a r i a l g a in s o r lo s s e s o v e r p e r io d s u p t o

T h e C o m p a n y p r o v id e s c e r t a in h e a lt h c a r e a n d life in s u r 
b e n e f it s t o

Summary of Significant Accounting Policies (In Part)

a n d 1 9 8 6 in c lu d e c u r r e n t c o s t s p lu s t h e a m o r t i z a t i o n o f p r io r

R e t i r e e H e a l t h C a r e a n d L if e In s u r a n c e B e n e f it s

ance

NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS

m illio n in fis c a l 1 9 8 7 a n d $ 5 1 . 8

3 3 y e a r s . T h e c o m p a n y f u n d s p e n s io n c o s t s in a c c o r d a n c e
w it h t h e p la n a n d le g a l r e q u ir e m e n t s .
E m p lo y e e B e n e f i t P la n s
T h e c o m p a n y h a s n o n - c o n t r ib u t o r y p e n s io n p l a n s c o v e r in g
s u b s t a n t ia lly a ll o f its e m p l o y e e s . In f is c a l 1 9 8 8 , t h e c o m p a n y
c h a n g e d its m e t h o d o f a c c o u n t in g f o r p e n s io n c o s t s a s r e 
q u ir e d b y t h e p r o v is io n s o f S t a t e m e n t o f F i n a n c ia l A c c o u n t in g
S t a n d a r d s ( S F A S ) N o . 8 7 , “ E m p l o y e r s ’ A c c o u n t in g f o r P e n 
s io n s .’’ A f t e r c o n s id e r in g t h e e f f e c t s o n in v e n t o r y c a r r y in g
v a lu e s , t h is c h a n g e in c r e a s e d n e t in c o m e b y $ 1 m illio n o r 6
c e n ts p e r s h a re .
In a c c o r d a n c e

w it h

SFAS

No. 87,

p r io r y e a r s ’ f in a n c ia l

s t a t e m e n t s h a v e n o t b e e n r e s t a t e d . P e n s io n e x p e n s e w a s

266

Section 3; Incom e Statem ent

$1.4 million and $2.5 million in fiscal years 1987 and 1986,
respectively.
The following table summarizes the funded status of these
plans and the amounts recognized in the Consolidated Ba
lance Sheet at July 31, 1988 (in thousands):
Plans Wherein
Assets
Accumulated
Benefits
Exceed
Exceed
Accumulated
Benefits
Assets
Actuarial present value of benefit obliga
tions:
Vested................................................
$(143,878)
Non-vested..............................................
(18,039)
Accumulated benefit obligation..........
(161,917)
Effect of projected future salary in
creases................................................
(11,959)
Projected benefit obligation for ser
vice rendered to date.....................
(173,876)
Plan assets at fair value, primarily
stocks, bonds, other fixed income
obligations and real estate.......................
190,692
Plan assets in excess of (less than) pro
jected benefit obligation............................
16,816
Unrecognized net lo ss...................................
19,834
Unrecognized net (asset) obligation from
initial application of SFAS No. 87
being recognized over plans’ average
remaining service life ...............................
(37,508)
Pension (liability) recognized in the Con
solidated Balance Sheet.....................
$
(858)

Defined Contribution Plans
FLEETWOOD ENTERPRISES, INC. (APR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6. Retirem ent Plans

$ (96,276)
(11,011)
(107,287)

(107,287)

91,552
(15,735)
4,244

The Company has defined contribution retirem ent plans
covering substantially all employees. There are no prior ser
vice costs associated with these plans. The Company follows
the policy of funding retirem ent plan contributions as accrued.
Contributions to these plans are summarized as follows:
Amounts in thousands
1988........................................................................................
1987.........................................................................................
1986........................................................................................

$10,467
9,469
8,779

ELI LILLY AND COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

2,221
$

(9,270)

Pension credit for fiscal 1988 included the following compo
nents (in thousands):
Service cost.............................................................................
Interest cost on projected benefit obligation...........................
Actual loss on plan assets.......................................................
Net amortization and deferral.................................................
Pension credit..........................................................................

amounted to $6.3 m illion in fiscal 1988, $5.6 million in fiscal
1987 and $6.5 m illion in fiscal 1986.

$ 6,554
22,814
6,848
(36,971)
$ (755)

The weighted average discount rate used in determining the
present value of the projected benefit obligation was 9 percent
and 8.5 percent for 1988 and 1987, respectively. For com
pensation-based plans, the rate of increase in future com
pensation levels used in determining the actuarial present
value of the projected benefit obligation and service cost was
based upon an experience-related table and range from 6
percent to 12.5 percent on current salaries projected through
Jan. 1, 1990, in accordance with plan terms. The expected
long-term rate of return on plan assets was 9 percent.
In addition to providing pension benefits, the company pro
vides certain health care and life insurance benefits for retired
employees up to age 65. The cost for health care and life
insurance benefits, net of the amount paid by retirees, is
expensed as claim s are paid and approximated $1.4 million
for fiscal year 1988 and $0.9 million for fiscal years 1987 and
1986.
The company also has certain defined contribution plans
covering m ost em ployees. Expenses fo r these plans

Note 8 (In Part): Retirem ent Benefits

The company has defined contribution plans that cover its
eligible employees worldwide. The purpose of these defined
contribution plans is generally to provide additional financial
security during retirem ent by providing employees with an
incentive to make regular savings. Company contributions to
the plans are based on employee contributions or compensa
tion. These company contributions totaled $30.6 million, $28.2
million, and $22.1 million for the years 1988,1987, and 1986,
respectively.

PENNZOIL COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4 (In Part): Benefit Plans

Contribution Plan—
Pennzoil has a defined contribution pension plan covering
substantially all non-Facet employees who have completed
one year of service. Employee contributions of not less than
1% to not more than 6% of each covered employee’s com
pensation are matched 100% by Pennzoil. The cost of such
com pany contributions totaled $6,977,000 in 1988 and
$6,463,000 in 1987, which was the first full year of this plan.
Facet also has a defined contribution pension plan covering
substantially all of its employees who have completed three
consecutive months of service. Employee contributions of not
less than 2% and not more than 8% of each covered em
ployee’s compensation are matched 75% by Facet. The cost
of such company contributions totaled $623,000 for the seven
months ended December 31, 1988.
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SARA LEE CORPORATION (JUN)
NOTES TO FINANCIAL STATEMENTS

(dollars in thousands except per share data)
Pensions (In Part)
The corporation adopted Statement of Financial Accounting
Standards No. 87, “ Employers’ Accounting for Pensions”
(SFAS 87), for its domestic plans in 1986 and its foreign plans
in 1987 and 1988. Pension expense and related disclosures
for plans outside the United States in 1986 were determined
under the provisions of previous accounting principles.

The corporation has noncontributory defined benefit plans
covering certain of its dom estic employees. The benefits
under these plans are prim arily based on years of service and
compensation levels. The plans are funded in conform ity with
the funding requirements of applicable government regula
tions. The plans’ assets consist principally of marketable equi
ty securities, corporate and government debt securities and
real estate.
The corporation’s foreign subsidiaries have plans for em
ployees consistent with local practices.
The corporation also sponsors defined contribution pension
plans at several of its subsidiaries. Contributions are deter
mined as a percent of each covered employee’s salary.
Certain employees are covered by union-sponsored, col
lectively bargained, multi-em ployer pension plans. Contribu
tions are determined in accordance with the provisions of
negotiated labor contracts and generally are based on the
number of hours worked.
The annual pension expense for all plans was;

Defined benefit plans.................. .....
Defined contribution plans..........
Multi-employer plans..................
Foreign plans..............................

1988

1987

1986

$ 2,500

1,200

$ 2,900
3,000
3,700
10,700

$ 4,500

$16,400

$20,300

4,600

Supplemental Retirement Plans
CUMMINS ENGINE COMPANY, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 11 (In Part): Retirem ent Plans
The company has a nonqualified excess benefit plan which
provides officers and certain employees with defined retire
ment benefits in excess of qualified plan lim its imposed by
federal tax law. In addition, the company has a supplementary
life insurance plan which provides officers with term life pro
tection during their active employment and supplemental re
tirement benefits upon retirement. The cost of these plans was
$2.2 million in 1988, $2.5 million in 1987 and $1.8 million in
1986. The following table sets forth the amounts in the com
pany’s Consolidated Statem ent o f Financial Position for these
plans;
$ Millions

$(5,900)
6,600
3,800
—

8,100

employee’s basic compensation. Sun’s contributions to Sun
CAP are invested initially in the common stock of the Com
pany. SunCAP is a combined profit sharing and employee
stock ownership plan which contains a provision designed to
permit SunCAP, only upon approval by the Board, to borrow in
order to purchase a significant number of shares of the Com
pany’s common stock. As of December 31, 1988, no such
borrowings had been approved. In conjunction with the Dis
tribution (Note 2), effective as of October 31, 1988, account
balances of all Sun E&P employees who participated in Sun
CAP were transferred to the new Sun E&P Co. defined con
tribution plan.

December 31, 1988

1987

Actuarial present value of projected be
nefit obligation..................................
Unrecognized net lo ss..........................
Accrued pension liability.......................

$13.1
(1.7)
(10.0)

$11.9
(1.3)
(9.0)

Unrecognized net obligation..................

$ 1.4

$ 1.6

HUGHES SUPPLY, INC. (JAN)
The decrease in pension expense in 1988 compared with
1987 was due principally to a higher level of plan assets and
the related expected return. The decrease from 1986 to 1987
was due principally to the adoption of SFAS 87 for the foreign
plans.

SUN COMPANY, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
15

(In Part): Postemploym ent Benefit Plans

Defined Contribution Pension Plans
Sun’s defined contribution plans provide retirement benefits
for most of its employees. Sun’s contributions, which are
principally based on a percentage of employees’ annual com
pensation and are charged against income as incurred,
amounted to $25, $27 and $31 million in 1988,1987 and 1986,
respectively.
Sun’s principal defined contribution plan is the Sun Com
pany, Inc. Capital Accumulation Plan (SunCAP). Sun matches
employee contributions to the plan up to 5 percent of an

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6 (In Part): Employee Benefit Plans:

Supplemental Executive Retirement Plan;
In fiscal 1987, the Company entered into agreements with
certain key executive officers, providing for supplemental pay
ments, generally for periods up to 15 years, upon retirement,
disability or death. The obligations are not funded apart from
the Company’s general assets. Amounts charged to expense
under the agreements were $115,000, $110,000 and $35,000
in fiscal 1989, 1988 and 1987, respectively.

TULTEX CORPORATION (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8 (In Part): Employee Benefits
The Company has non-qualified unfunded supplementary
retirement plans for which it has purchased cost recovery life
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insurance on the lives of the participants. The Company is the
sole owner and beneficiary of such policies. The amount of
coverage is designed to provide sufficient revenues to recover
all costs of the plan if assumptions made as to mortality
experience, policy earnings and other factors are realized.
Expenses related to the plan were $272,000 in 1988 and
$322,000 in 1987 and were not significant in 1986. The
actuarially determined liability which has been included in
other deferrals was $1,281,000 at December 2, 1988 and
$1,322,000 at November 27, 1987.

Multiemployer Plans
THE COASTAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
Note 10 (In Part): Benefit Plans
The Company also participates in several multi-employer
pension plans for the benefit of its employees who are union
members. Company contributions to these plans were $19.5
million, $17.9 million and $16.6 million for 1988, 1987 and
1986, respectively, including contributions made to multi
employer plans of ANR union employees. The data available
from administrators of the multi-employer plans is not suffi
cient to determine the accumulated benefit obligation, nor the
net assets attributable to the multi-employer plans in which
Company employees participate.

CROWN CORK & SEAL COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
H (In Part): Pensions
Certain domestic union employees participate in multiem-
ployer retirement plans sponsored by their respective unions.
Amounts charged to pension cost, representing the Com
pany’s required contribution to these plans for 1 9 8 8 , 1987 and
1986 was $1,279,000, $1,157,000 and $1,404,000, respec
tively. Pension coverage for employees of the Company’s
non-domestic affiliates is provided, to the extent deemed
appropriate, through separate plans. The 1988, 1987 and
1986 pension cost for th ese plans was $ 2 ,9 9 9 ,0 0 0 ,
$3,849,000 and $2,717,000, respectively.

Retirement Benefits (In Part)
Pension Plans
The Company participates with other companies in the
apparel industry in making collectively-bargained contribu
tions to pension funds covering most of its union employees.
The contribution rate of applicable payroll is based on the
actuarially recommended amount necessary to fund the cost
of the benefits. Pension costs relating to multi-employer plans
were approximately $13 million in 1988, $13 million in 1987
and $11 million in 1986.
The Multi-employer Pension Plan Amendment Act of 1980
amended ERISA to establish funding requirements and
obligations for employers participating in multi-employer
plans, principally related to employer withdrawal from or ter
mination of such plans, whereupon separate actuarial calcula
tions would be made to determine the Company’s position
with respect to multi-employer plans.

RYKOFF-SEXTON, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
8 (In Part): Profit Sharing and Pension Plans
For collectively bargained, multi-employer pension plans,
contributions are made in accordance with negotiated labor
contracts and generally are based on the number of hours
worked. With the passage of the Multi-Employer Pension Plan
Amendments Act of 1980 (“the Act”), the Company may,
under certain circumstances, become subject to liabilities in
excess of contributions made under collective bargaining
agreements. Generally, these liabilities are contingent upon
the termination, withdrawal or partial withdrawal from the
plans. The Company has not undertaken to terminate, with
draw or partially withdraw from these plans which would resuit
in any material liability. Under the Act, liabilities would be
based upon the Company’s proportional share of each plan’s
unfunded vested benefits which have been estimated by the
trustees of the funds to be in the range of approximately
$5,400,000. The amount of accumulated benefits and net
assets of such plans is not currently available to the Company.
Total contributions charged to expense under these plans
were $3,578,000, $3,603,000 and $3,183,000 for the fiscal
years 1988, 1987 and 1986, respectively.

HARTMARX CORPORATION (NOV)

Plan Terminations

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

FISCHBACH CORPORATION (SEP)

Summary of Accounting Policies (In Part)
The Company and its subsidiaries maintain benefit plans
covering substantially all employees other than those covered
by multi-employer plans. In accordance with Statement of
Financial Accounting Standards No. 87 — E m ployers’
Accounting for Pensions, pension income for the principal
plan is determined using the projected unit credit method.
Pension expense under each multi-employer plan is based
upon a percentage of the employer’s union payroll established
by industry-wide collective bargaining agreements; such pen
sion expenses are funded as accrued.

NOTES TO FINANCIAL STATEMENTS
9 (In Part): Pension Plan
The Company maintains a noncontributory pension plan for
substantially all office and supervisory employees. During
1986, the Company adopted the principles of “Statement of
Financial Accounting Standards No. 87, Employers’ Account
ing for Pensions.’’ Accordingly, the Company changed its
actuarial method for financial reporting purposes from the
“entry age normal method” to the “projected unit credit
method.” The effect of this change in accounting principle was
to decrease the net loss by $1,089,000 or $.28 per share. In
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September 1988 the Company notified the plan participants of
the term ination of the pension plan.
Included in the determ ination of 1988 pension income is a
curtailm ent gain relating to the discontinuance of accruing
additional future benefits. Upon settlem ent of the pension plan
liabilities in fiscal 1989, an additional gain will be recorded. Net
pension income for 1988, 1987 and 1986 was $11,100,000,
$3,525,000 and $3,300,000, respectively, which included the
following components:
(in thousands)
Service cost— benefits earned dur
ing the year.................................
Interest cost on projected benefit
obligation...................................
Actual return on plan assets..........
Net amortization and deferral.........
Voluntary early retirement incentive
program......................................
Curtailment gain..............................
Net pension incom e.......................

1988

1987

1986

$ 1,876

$ 2,318

$2,186

5,221
1,623
(13,015)

4,727
(11,341)
771

4,382
(9,072)
(796)

1,029
(7,834)
$(11,100)

$ (3,525)

$(3,300)

and resulting balance sheet amounts were as follows:
1988
Accumulated benefit obligation...........................
Effect of projected future increase in compensa
tion .................................................................

$(14,465)

Projected benefit obligation.................................
Plan assets (principally cash and equivalents at
1988................................................................

(14,465)

Plan assets in excess of projected benefit obliga
tio n .................................................................
Unrecognized transition asset amortized over 20
years...............................................................
Unrecognized net gain after transition.................
Unrecognized prior service cost..........................
Prepaid pension expense included in current
assets.............................................................

1987
$(8,969)

—

(3,841)
(12,810)

17,859

14,732

3,394

1,922

(522)
(830)
—
$ 2,042

(552)
(1,279)
105
$

196

The weighted average discount rate in 1988 and 1987 was
8%; the rate of increase in future compensation levels was 5%
in 1987. The assumed long-term rate of return on plan assets
was 7½ % in 1987.

KELLY SERVICES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

OGDEN CORPORATION (DEC)

(In thousands, except shares and per share items)

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS

Retirem ent Plan

In August 1988 the Board of Directors authorized the ter
mination of the Company’s defined benefit pension plan for
full-tim e employees. The Pension Benefit Guaranty Corpora
tion and the IRS approved term ination of the plan and it was
terminated effective December 3 1 , 1988. It is anticipated that
future retirem ent benefits will be provided under a new defined
contribution plan that w ill be extended to include the tempo
rary work force as well as full-tim e employees. As part of the
termination of the defined benefit plan, the benefit formula was
amended to increase prior service credits by advancing the
salary base from 1974 levels to 1983. The effect of the amend
ment increased the pension obligation by $2,200. In addition,
all participants in the plan became fully vested at the term ina
tion date. In early 1989, nonparticipating annuity contracts will
be purchased and cash payouts will be made for smaller
amounts to settle the pension obligations. In accordance with
the provisions of Statement of Financial Accounting Stan
dards No. 88, “ Employers’ Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for Ter
mination Benefits,” a curtailm ent gain of $700 was recognized
in 1988 and the settlem ent gain w ill be recognized upon final
distribution to all participants in 1989. The components of
pension expense include the following:
1988
Service cost for benefits earned during the
period.....................................................
Interest cost on projected benefit obligation
Actual return on plan assets......................
Net (amortization) and deferral..................
Net pension expense..................................

1987

1986

$1,017
1,044
(1,852)
658

$751
947
(880)
(175)

$374
793
(823)
(30)

$ 867

$643

$314

At year end the actuarial present value of benefit obligations

12 (In Part): Retirem ent Plans
As a result of the Tax Reform Act of 1986, certain portions of
which became effective as of January 1 , 1989, complex cover
age requirements and stringent new participation and discrim
ination tests have been imposed upon qualified pension and
profit sharing plans. Under these new rules and tests, the
Ogden Corporation Pension Plan and the Ogden Corporation
Profit Sharing Plan could not continue in their present forms.
Therefore, (i) the Ogden Corporation Pension Plan was
amended and term inated along with the Ogden Corporation
Supplemental Non-Qualified Deferred Compensation Plan,
and benefit accruals ceased as of January 1 , 1989; and (ii) the
Ogden Corporation Profit Sharing Plan was merged into the
profit sharing plan of Ogden Allied Services Corporation.

Prior to its term ination, the Ogden Corporation Pension
Plan was amended to provide, among other things, that upon
termination, surplus plan assets, if any, would be shared with
current active participants by increasing their accrued benefits
at December 31,1988. Remaining surplus assets will revert to
Ogden, subject to receipt of a favorable determination letter
from the Internal Revenue Service, upon the plan’s termina
tion. Also, this reversion to Ogden w ill be subject to income tax
and excise tax. T his increased benefit w ill result in a
$2,6()0,000 increase in Ogden Corporation’s pension-plan
obligations at January 1 , 1989. The term ination results in an
aggregate distribution to participants under the tax qualified
plan of approximately $10,500,000 in the form of annuities or
lump-sum payments and a distribution under the Ogden sup
ple m e n tal n o n -ta x q u a lifie d plan o f a p p ro xim a te ly
$21,600,000 in lum p-sum paym ents. H ow ever, these
amounts will be partially utilized to reduce benefits earned by
participants in the future under Ogden’s newly adopted non
tax qualified deferred compensation plan.
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Plan Adopted

The follow ing assum ptions were used to measure net
periodic pension cost for the defined benefit pension plans
under SFAS 87:

WANG LABORATORIES, INC. (JUN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note L (In Part): Retirem ent Benefits

During Fiscal 1988, the Company adopted a noncontribu
tory defined benefit pension plan covering substantially all
domestic employees. The plan provides benefits based upon
years of service and employee compensation levels. The
Company’s policy is to make contributions consistent with
sound actuarial practice. The assets of the plan consist princi
pally of marketable securities and guaranteed investment
contracts. Annual cost is determined using the projected unit
credit actuarial method. Pension expense for domestic plans
amounted to $5.2 m illion in 1988.
Most of the Company’s foreign subsidiaries have defined
benefit retirement plans covering substantially all foreign em
ployees. Pension expense for foreign plans amounted to
$11.1 million in 1988, $8.2 million in 1987, and $4.5 million in
1986. For those foreign plans for which actuarial information is
available, the Company changed its method of accounting for
pension expense in 1988 to comply with the provisions of
Statement of Financial Accounting Standards No. 87, “ Em
ployers’ Accounting for Pensions’’ (“ SFAS 87” ). This change
did not have a m aterial effect on net earnings. The Company is
currently accumulating the information needed for the actuari
al calculations of other foreign plans which will adopt the
accounting required by SFAS 87 in 1989. Management does
not expect that this change in accounting will have a material
effect on the results of operations or financial position of the
Company.
The following tabulation summarizes information about the
funded status at June 30, 1988 of the domestic plans and
those foreign plans accounted for under SFAS 87:
Dollar amounts in millions

U.S. Plans

Foreign Plans

Actuarial present value of benefit obliga
tions:
Vested benefit obligation...........................

$(2.0)

$ (4.8)

Accumulated benefit obligation.................

$(2.9)

$ (5.3)

Projected benefit obligation......................
Plan assets at fair value...........................
Plan assets in excess of projected ben
efit obligation...................................
Unrecognized net loss...............................
Unrecognized net transition asset.............
Prepaid pension cost recognized on the
consolidated balance sheet....................

$(6.7)
11.5

$ (9.7)
11.4
1.7
.7
(1.5)

4.8
(1.0)
$3 .8

$

.9

N e t p e rio d ic p e n sio n c o s t fo r th e y e a r en de d Ju n e 3 0 , 1988
c o n s is ts o f th e fo llo w in g :
Dollar amounts in millions
Service cost-benefits earned during the
period...................................................
Interest cost on projected benefit obliga
tion .......................................................
Actual return on plan assets.....................
Other.........................................................
Net periodic pension c o s t.........................

U.S. Plans

Foreign Plans

$5.6

$1.3

.1

.6

(.4)
(.1)
$5.2

(1.0)
(.2)
$ .7

U.S. Plans

Foreign Plans

9.0%

6.5% to 11.0%

8.0%

6.5% to 12.0%

6.0%

4.0% to 7.0%

Discount rate........................................
Expected long-term rate of return on
assets...............................................
Average increase in compensation
levels................................................

OTHER POSTRETIREMENT BENEFITS
BRENCO INC. (DEC)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Note 6. Postretirem ent Health Care and Life Insurance
Benefits

In addition to providing pension benefits, the company pro
vides certain health care benefits to retired employees from
ages 62 through 64 and life insurance benefits for all retired
employees. Substantially all of the company’s employees may
become eligible for these benefits if they reach normal retire
ment age while working for the company. The cost of retiree
health care benefits is recognized as expense as claim s are
paid and the cost of providing retiree life insurance for both
retirees and present employees is recognized currently as
premiums are paid. The total cost charged to income was
$5,900, $25,300 and $25,400 for 1988, 1987 and 1986, re
spectively.

DELUXE CORPORATION (DEC)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
5. Post-Employment Benefits

In addition to providing retirem ent income benefits, the
Company provides certain health care and life insurance ben
efits for retired employees. Substantially all employees may
become eligible for those benefits if they reach normal retire
ment age while working for the Company. Prior to July 1986,
the cost of such benefits was recognized as claims were paid.
However, beginning in the third quarter of 1986, the estimated
cost of health care benefits is being accrued over the working
lives of those employees expected to qualify for such benefits
as a level percentage of payroll cost. Such costs are funded as
accrued. For 1 9 8 8 ,1987, and 1986, health care costs were
$4,819,000, $4,152,000, and $2,256,000, respectively, with
the increase in 1987 expense attributable generally to the
change to the accrual method.

THE DURIRON COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
16 (In Part): Retirem ent Benefits
The Company provides certain health care and life insur
ance benefits for dom estic employees. These benefits are
provided through insurance companies, Medicare and other
health organizations, and include deductibles, co-insurance
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provisions and other lim itations, and m ay be am ended or
changed periodically. Substantially a l active dom estic em 
ployees, other than em ployees of V a ltek, m ay be e ligible for
these or sim ilar benefits if they becom e e ligible for retirem ent
benefits under th e Com pany’s defined benefit pension plans.
The Com pany recognizes the cost of providing these benefits
for both active and retired em ployees by expensing th e annual
prem ium s which are based on benefits paid during the year.
The cost of providing th ese benefits to approxim ately 1,740
active and 4 6 0 retired em ployees during 1988 w as approx
im ately $ 6 ,7 4 1 ,0 0 0 . T h e cost of providing these benefits to
approxim ately 1,7 20 active and 4 3 0 retired em ployees during
1987 w as approxim ately $ 5 ,8 4 4 ,0 0 0 . The cost of providing
these benefits to approxim ately 1,4 00 active and 4 2 0 retired
em ployees during 1986 w as approxim ately $ 5 ,2 7 5 ,0 0 0 .

MERCK & CO., INC. (DEC)
N O TES TO FIN A N C IA L STA TEM EN TS
13. O ther Postem ploym ent Benefits
The Com pany provides health care (in excess of M edicare)
and life insurance benefits for eligible active and retired em 
ployees principally in the United S tates. T he cost of life insur
ance benefits is accrued and funded over em ployees’ working
lives. Prior to 1988, the Com pany recognized health care
costs for retirees as claim s w ere paid. In 1988, the Com pany
changed to an accrual basis w hereby the present value of
such costs is recognized at the em ployees’ retirem ent. The
costs of health care and life insurance benefits for retired
em ployees w ere $ 6 6 .4 million in 1988 (including a $ 5 1 .0
million provision for em ployees who retired in prior years),
$ 9 .6 million in 1987, and $ 7 .7 million in 1986. The costs of
health care and life insurance benefits for active em ployees
w ere $ 6 6 .6 million in 1988, $60.1 million in 1987, and $ 5 2 .6
million in 1986. Such benefits are funded with an independent
trustee to the extent contributions are tax deductible.

QUANEX CORPORATION (OCT)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
9 (In Part): Pension Plans a n d Retirem ent Benefits
The Com pany provides certain health care and life insur
ance benefits for retired em ployes. Substantially all of the
Com pany’s em ployees m ay becom e eligible for those benefits
if they reach retirem ent age w hile working for the Com pany.
The cost of retiree health care and life insurance benefits is
recognized as expense as claim s are paid. For 1988 and
1987, these costs totalled approxim ately $ 1 ,8 0 0 ,0 0 0 for each
period and $ 1 ,5 0 0 ,0 0 0 for 1986.

panies w hose prem ium s are based on the benefits paid during
the year. T h e com pany charges th ese annual prem ium s for
both active and retired em ployees against current period in
com e. Total prem ium s for 1988 w ere about $ 2 9 million. The
cost of providing th ese benefits for 3 ,4 0 0 retirees is not sepa
rable from the cost of providing benefits for the 8 ,0 0 0 active
dom estic em ployees. P ost-retirem ent benefit plans of the
com pany’s foreign subsidiaries are not significant.

COMPENSATORY PLANS
In addition to pension plans and “traditional” stock option
and stock purchase plans, m any com panies disclose the ex
istence of com pensatory plans of th e nature indicated in Tab le
3-1 1. A P B Opinion No. 2 5 , Section C 4 7 of FASB Accounting
Standards—C urrent Text, is the authoritative pronouncem ent
on accounting for em ployee com pensatory plans. Exam ples
of disclosures for such plans follow.

Incentive Compensation Plans
CHRYSLER CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 12 (In Part): Stock Options a n d Incentive C om pensa
tion
Incentive Com pensation
Incentive com pensation is aw arded to officers and key em 
ployees of C hrysler who have contributed significantly to its
success. T h e aw ards are authorized by a resolution adopted
by the stockholders (Stockholders’ Resolution). The form ula
in the Stockholders’ Resolution, as am ended in 1984, limits
the provision for incentive com pensation in any fiscal ye ar to
eight percent of the sum of the consolidated net earnings plus
the provision for incentive com pensation for that year, after
deducting $ 0 .4 4 per share tim es th e averag e num ber of
shares of com m on stock outstanding during the year.
The Board of Directors (B oard) has not determ ined the
am ount th at w ill be set aside out of 1988 earnings for incentive
com pensation purposes, the am ount that will be aw arded for
1988, or th e am ount to be aw arded to each person eligible for
incentive com pensation. H ow ever, the Incentive Com pensa
tion C om m ittee has determ ined th at it intends to recom m end

TABLE 3-11: COMPENSATORY PLANS
ROHM AND HAAS COMPANY (DEC)
Number of Companies

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

1988

1987

1986

1985

S to ck a w a rd ..............................

179

166

156

163

Note 7 (In Part): Pension Plans an d O ther Post-retirement
Benefits

S a v in g s /in v e s tm e n t................

139

118

112

100

P ro fit-s h a rin g ...........................

86

86

72

77

The com pany provides post-retirem ent health care and life
insurance benefits for substantially all of its dom estic retired
em ployees. T hese benefits and sim ilar benefits for active
em ployees are provided prim arily through insurance com 

Em ployee sto c k o w n ersh ip ...

78

79

97

108

Incentive c o m p e n s a tio n .........

76

75

85

94

Deferred c o m p e n s a tio n ...........

30

29

31

38
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to the Board that the Board authorize to be set aside out of
1988 earnings for incentive compensation purposes approx
imately 40 percent of the maximum amount permitted by the
Stockholders’ R esolution. Accordingly, the consolidated
statement of earnings for 1988 includes a charge of $33
million for incentive compensation. Awards for 1988 may be
made from the amount set aside out of 1988 earnings and
from amounts carried forward from prior years.

E.l. DU PONT DE NEMOURS AND COMPANY
(DEC)
NOTES TO FINANCIAL STATEMENTS

Dollars in millions, except per share
Note 20 (In Part): Compensation Plans
Awards under the Incentive Compensation Plan may be
granted in stock and/or cash to employees who have contrib
uted most in a general way to the company’s success, consid
eration being given to ability to succeed to more important
managerial responsibility. Such awards were $143 for 1988,
$114 for 1987 and $98 for 1986. Amounts credited to the
Incentive Compensation Fund are dependent on company
earnings, and are subject to maximum lim its as defined by the
Plan. The amounts credited to the fund were $145 in 1988,
$114 in 1987 and $99 in 1986. In accordance with the terms of
the Incentive Compensation Plan and sim ilar plans of sub
sidiaries, 713,755 shares of common stock were awaiting
delivery from awards for 1988 and prior years.

MOTOROLA, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6 (In Part): Employee Benefit and Incentive Plans

Management Incentive: The Company may provide up to
7% of its annual consolidated pretax earnings, as defined in
the Motorola Executive Incentive Plan, for the payment of
cash incentive awards to key employees. During 1988, $25
million was provided for incentive awards, as compared to
provisions of $14 million and $3 million in 1987 and 1986,
respectively.

OAK INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6 (In Part): Pension and Bonus Plans

The Company has an incentive bonus plan for its key em
ployees. The Executive Compensation & Stock Option Com
mittee (“the Committee” ) of the Board of Directors, which
consists of four directors who are not employees, administers
the plan. The Committee establishes earnings targets for all
individuals eligible for bonus awards. Bonuses are awarded
by the Committee pursuant to a prescribed form ula based on
achievement of the targets. In addition, the Committee, on
management’s recommendations, may award discretionary
bonuses for individual performance. The amounts charged
against operations under the bonus plans were $1,003,000,
$646,000 and $175,000 in 1988,1987 and 1986, respectively.

PALL CORPORATION (JUL)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 8— Incentive Compensation Plan

The plan provides additional compensation to officers and
key employees of the Company and its subsidiaries based
upon the achievement of specified management goals. The
Compensation Committee of the Board of Directors estab
lishes the goals on which the Company’s officers are compen
sated, and management establishes the goals for other cov
ered employees. With respect to the officers covered by the
employment contracts referred to in Note 12, any incentive
compensation payable to an officer under the incentive com
pensation arrangement described in this paragraph is re
duced by the incentive compensation payable under the for
mula contained in his employment contract. The aggregate
amounts charged to expense in connection with the plan were
$3,223,000, $2,859,000 and $2,567,000 in fiscal years 1988,
1987 and 1986, respectively.

S tock Award Plans
BADGER METER, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 5 (In Part): R estricted Stock and Stock Appreciation
Rights Plans
The shareholders of the Company adopted a Restricted
Stock Plan (The Plan) on April 2 8 ,1984, which provides for the
award of up to an aggregate of 100,000 shares of the Com
pany’s Common stock to certain officers and key employees.
The Plan includes a provision requiring the Company to reim
burse a participant for the personal income tax liability result
ing from the award. The Company provides for this liability
ratably throughout the restricted period. Plan participants are
entitled to cash dividends and to vote their respective shares.
Restrictions generally lim it the sale or transfer of the shares
during a restricted period, not exceeding eight years. The
value of Employee benefit stock is established by the market
price on the date of grant.

Unearned compensation is charged for the market value of
the restricted shares as these shares are issued in accor
dance with The Plan. The unearned compensation is amor
tized ratably over the restricted period. The unamortized un
earned compensation value is shown as a reduction of share
holders’ equity in the accompanying consolidated balance
sheet.
48,000
shares of restricted stock were converted to Class B
Common stock at December 3 1 , 1986 (see Note 2).
In September 1988, the Compensation Committee of the
Company’s Board of Directors authorized the issuance of
24,200 shares of restricted stock, carrying a tax-offset provi
sion, to executive officers of the Company in substitution for
Stock Appreciation Rights (SARs) held by executive officers
(see below regarding SARs Plan). The restricted shares were
issued at $17.25 per share, the closing market price on
September 1 5 ,1988. The net unearned compensation related

Em ployee B enefit Plans

to the newly issued restricted shares, $390,882, w ill be amor
tized over sixty months, the vesting period for the restricted
shares.
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key employees. As of December 3 1 , 1 9 8 8 ,1987, and 1986,
respectively, 990,000, 1,298,000 and 120,000 shares were
available for future grants under both plans.

Changes in shares granted under The Plan are as follows:

Year

Restricted Shares
Issued (Cancelled)

Unearned Compensation
1988

1984........
1985........
1986........
1987........
1988........

32,000
5,000

11,000
4,500
(5,500)
24,200
2,500

Amortization
Beginning balance.......
Current year charge to com
pensation expense .................
Ending balance............
Unamortized unearned com
pensation ...............................

1987

1986

$276,000
63,750
168,125
66,937
(28,166)
390,882
32,812

$276,000
63,750
168,125
66,937
(28,166)

$276,000
63,750
168,125

970,340

546,646

507,875

195,346

126,662

64,803

—
—

—

—

—

—

89,223

68,684

61,859

284,569

195,346

126,662

$685,771

$351,300

$381,213

The charge (credit) to operations for the personal income
tax liability has been $72,000, ($4,000) and $15,000 for 1988,
1987 and 1986, respectively.

BROWN GROUP, INC. (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 10 (In Part): Stock Option and Stock Related Plans
The corporation has stock option, stock appreciation, and
restricted stock plans under which certain officers and em
ployees are participants.

In 1984 the Company adopted a Stock Award Plan for
certain key executive employees. Distribution of the shares
will be made not less than three years nor more than seven
years from date of grant. All shares granted under the plan are
subject to restrictions as to continuous employment, except in
the case of death, permanent disability or retirement. In addi
tion, cash payments are made during the grant period equal to
the dividend on Bemis common stock. The value of these
shares at dates of grant was $14,074,000. The cost of the
awards is charged to income over the period of the grant:
$3,327,000 was expensed in 1988, $3,064,000 in 1987 and
$1,422,000 in 1986.
Details of the stock award plan at December 3 1 ,1988,1987
and 1986 are:
Number of
Shares
Outstanding at December 3 1 , 1985....................................
Granted...........................................................................
Paid.................................................................................
Cancelled.........................................................................

1,020,000
84,000
(24,000)
(34,000)

Outstanding at December 31, 1986....................................
Granted...........................................................................
Paid.................................................................................
Cancelled.........................................................................

1,046,000
28,000
(24,000)
(16,000)

Outstanding at December 31, 1987....................................
Granted...........................................................................
Paid.................................................................................

1,034,000
242,000
(12,000)

Outstanding at December 31, 1988....................................

1,264,000

EMHART CORPORATION (DEC)
In June 1988, the 1987 Stock Option Plan was amended to
adopt a restricted stock program. Under this plan, common
stock of the corporation may be granted at no cost to certain
officers and key employees. Plan participants are entitled to
cash dividends and to vote their respective shares. Restric
tions lim it the sale or transfer of these shares during an eight
year period whereby the restrictions lapse on 50% of these
shares after 4 years, 25% after 6 years and the remaining 25%
after 8 years. During 1988,104,000 shares of restricted stock
were issued. Based on the fair market value of the shares at
the date of grant, the cost of this award is $3,588,000 and is
being amortized over eight years as it is earned. The Unamor
tized Value of the Restricted Stock at January 28, 1989 of
$3,110,000 is shown as a reduction of stockholders’ equity in
the accompanying consolidated balance sheet.

BEMIS COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6 (In Part): Stock Options and Incentive Plans:
The Company’s stock option and stock award plans provide
for the issuance of up to 6,984,000 shares of common stock to

NOTES TO FINANCIAL STATEMENTS
18 (In Part): Shareholders’ Equity

Performance Equity Shares
As of January 1, 1987, the Company adopted the Perfor
mance Equity Plan of Emhart Corporation (the “ Plan” ) under
which Performance Shares (common stock) may be granted
to key management employees. Under the term s of the
grants, participants may earn up to 150% of the number of
Performance Shares granted to them, depending on the
achievement of perform ance goals. 142,044 and 107,602
Performance Shares were granted to key employees under
the Plan in 1988 and 1987, respectively.
Under the 1987 grant, 38,905 shares of common stock were
issued to key employees in 1988. Remaining shares under the
1987 grant may be issued in 1989 and 1990, and under the
1988 grant may be issued in 1991, should specific perfor
mance levels be achieved by the Company. The charges to
compensation expense in 1988 and 1987 were $2.7 million
and $1.7 million, respectively.
Subject to adjustment, the total number of shares of com
mon stock which may be issued under the Plan is 1,040,000.
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HUNT MANUFACTURING CO. (NOV)

WEST POINT-PEPPERELL, INC. (SEP)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

9 (In Part): Stock Options, Stock Grant, Long-Term Incen
tive Compensation and Bonus Plans:
During fiscal year 1988, the Company amended its 1983
Stock Option and Stock Grant Plan by increasing the number
of common shares authorized for issuance under the plan
from 483,750 shares to a total of 898,750 shares. Under this
plan, common shares are authorized for the granting of incen
tive stock options, nonqualified stock options and stock grants
at any time on or before February 6 , 1993 to key employees,
provided that stock grants may be made for no more than
248,750 common shares. The option price of options granted
under the plan may not be less than the market value of the
shares at the date granted. Options may be granted for terms
of between two and ten years and generally become exercis
able not less than one year following the date of grant.

Note N: 1982 R estricted Stock and Performance Share
Plan

Stock grants under this plan are subject to a vesting period
or periods of between one and five years from the date of
grant. Common shares are not actually issued to a grantee
until such shares have vested under the plan. The plan also
provides for the payment of an annual cash bonus to recipi
ents of stock grants in an amount equal to the cash dividends
which would have been received had the shares not yet
vested under the grant been actually held by the recipients.
During 1983, the Company made a stock grant in the
amount of 112,500 common shares to a key employee. By its
terms, this grant vested in five equal installments of 22,500
shares each on February 7 of each year through 1988. In
1987, the Company made an additional stock grant in the
amount of 15,000 common shares to another key employee.
By its terms, this grant vests in four equal installments of 3,750
shares each on April 22 of each year through 1991. The
charge to adm inistrative and general expenses, including the
cash bonus, with respect to stock grants under the plan
amounted to $94,000, $218,000 and $180,000 in fiscal years
1988, 1987 and 1986, respectively.
During fiscal year 1988, the Com pany’s shareholders
approved the 1988 Long-Term Incentive Compensation Plan
which replaces the Management Incentive Bonus Plan. The
1988 plan provides for the granting to management-level em
ployees of long-term incentive awards, which are payable in
cash and/or common shares at the end of a designated per
formance period of from two to five years, based upon the
degree of attainment of pre-established performance stan
dards during the perform ance period. The Company has
granted 17,030 shares under this plan, of which 5,148 shares
vest in January 1990 and 11,882 shares vest in January
1991 subject to the attainm ent of such performance standards
fo r the applicable perform ance periods. A maximum of
120,000 shares are authorized for issuance under the plan.
There is no stated lim itation on the aggregate amount of cash
payable under the plan, but the maximum amount (in cash
and/or shares) which may be paid to a participant under all
long-term incentive awards made to him with respect to the
same performance period may not exceed 125% of the partici
pant’s base salary in effect at the tim e the award initially was
made. The charge to adm inistrative and general expenses
relating to this plan was $440,000 in fiscal 1988.

The Company’s Restricted Stock and Performance Share
Plan (“ Plan” ) is an incentive plan for senior executives which
is administered by the Compensation Committee of the Board
of Directors (“ Committee” ). The Committee determines who
may participate in the Plan and the extent of their participation.
The Plan provides for four overlapping award periods of four
years each, commencing at the beginning of the Company’s
1983,1 98 5,1987 and 1989 fiscal years. The Committee has
discretion under the Plan to make awards of “ Restricted
Shares,” “ Performance Shares” and “ PARS.”
Restricted Share are shares of the Company’s common
stock that participants may purchase from the Company at par
value. They are subject to certain restrictions specified in the
Plan, including restrictions on transfer. Generally, these re
strictions term inate at the end of the award period in which the
Restricted Shares are purchased; however, in the event of a
Change in Control (as defined in the Plan), restrictions would
immediately lapse, except that certain participants would re
ceive cash with respect to Restricted Shares held for more
than six months.
Perform ance Shares are units awarded to participants
which entitle them to receive payment of shares or an amount
in cash or shares (or in any combination thereof as determined
by the Committee) equal to the average market value of the
corresponding number of shares of the Company’s common
stock for the last 30 trading days prior to the end of the award
period. The amount paid in satisfaction of Performance
Shares may not exceed 175% of the average market value of
the common stock on the first day of the award period. Pay
ment for Performance Shares is contingent upon the achieve
ment by the Company of certain performance objectives
established by the Committee. The Committee also estab
lishes a performance objective pursuant to which the number
of shares awarded may be increased or decreased (but not by
more than 25%). In the event of a Change in Control at any
time during an award period, all Performance Shares will be
paid immediately on a pro rata basis for the period of time
elapsed in the award period, based upon the Company’s
performance during the award period up to that time.
The Plan was amended by the Board of Directors on Octo
ber 20,1988, to provide for the award of Performance Acceler
ated Restricted Stock (“ PARS” ). The award period applicable
to PARS is ten years, but PARS vest in as early as five years if
the Company meets certain performance criteria set by the
Committee. Participants are required to pay for PARS an
amount established by the Committee at the tim e of grant,
which amount shall not be less than par value. Upon attain
ment of a participant’s normal retirem ent date (presently at
age 65), or upon death or disability as defined by the Commit
tee, outstanding PARS w ill vest on a pro rata basis based
upon the Company’s performance and the period of time
elapsed during the award period. In the event of a Change in
Control, all restrictions on PARS would immediately lapse,
except that certain participants would receive cash with re
spect to PARS held for more than six months.
The Plan lim its to 1,300,000 the aggregate number of

Em ployee B enefit Plans

shares of Common Stock that may be awarded or sold pur
suant to the Plan.
As of September 2 5 , 1988, Restricted Shares outstanding
with respect to which restrictions had not lapsed aggregated
48,300 and Performance Shares outstanding as to which
payment is contingent upon satisfaction of the performance
objectives established by the Committee and other criteria set
forth in the Plan aggregated 145,605. Additionally, on October
2 0 , 1988, the Company awarded 382,500 PARS, which are
subject to the performance criteria and restrictions described
above.
Charges made to income with respect to these awards
aggregated $2,243,000, $1,793,000, and $352,000 in 1988,
1987, and 1986, respectively.
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The plan provides for a matching contribution by the Company
which amounted to approxim ately $47,000, $39,000 and
$30,000 in 1 98 8,1987 and 1986, respectively. In addition, the
Company may make additional contributions at the discretion
of the Board of Directors. The Board authorized an additional
contribution of $154,000, $165,000 and $137,000 in 1988,
1987, and 1986, respectively.
indy Lighting, Inc. has a profit sharing plan pursuant to
Section 401 of the Internal Revenue Code, whereby partici
pants may contribute a percentage of compensation, but not in
excess of the maximum allowed under the code. In addition,
this subsidiary may make contributions at the discretion of its
Board of Directors. This contribution was $8,400 in 1988.

THE PERKIN-ELMER CORPORATION (JUL)
Profit Sharing Plans
CONCORD FABRICS INC. (AUG)
NOTES TO FINANCIAL STATEMENTS
(Note F)— Profit-Sharing Plan:

The C om pany’s n on co n trib u to ry p ro fit-sha rin g plan,
approved by the Treasury Department, for the benefit of eligi
ble full time employees, provides for a minimum annual con
tribution to a trust fund based on percentages of pre-tax profits
(as defined); the Board of Directors may increase such mini
mum annual contribution at its sole discretion but all contribu
tions are limited to the maximum amount deductible for federal
incom e ta x purposes. C o n trib u tio n s o f $339,000 and
$276,000 were made for the years ended August 3 0 ,1987 and
August 3 1 , 1986, respectively.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6 (In Part): Retirem ent Benefits

The Company has a profit sharing plan whereby, when
pre-tax earnings per share of common stock outstanding ex
ceed $.3125 per share, the Company is required to pay into
the plan 8% of consolidated pre-tax earnings (as defined in
such plan) provided the amount of such payment does not
reduce the balance of such earnings below $.3125 per share
of common stock. The profit sharing payment by the Company
is allocated among its employees in direct proportion to their
earnings. The Company's contribution for fiscal 1988 was
$9.2 million and none for fiscal 1987.

Savings/lnvestment Plans

GENERAL MILLS, INC. (MAY)

BARNES GROUP INC. (DEC)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Note Twelve: Profit-Sharing Plans
We have profit-sharing plans to provide incentives to key
individuals who have the greatest potential to contribute to
current earnings and successful future operations. These
plans were approved by the Board of Directors upon recom
mendation of the Compensation Committee. The awards
under these plans depend on profit performance in relation to
pre-established goals. The plans are administered by the
Compensation Committee, which consists of directors who
are not members of our management. Profit-sharing expense,
including performance unit accruals, was $8.8 million in fiscal
1988, $10.7 million in fiscal 1987 and $9.4 million in fiscal
1986.

(All dollar am ounts included in the notes are stated in
thousands)

JUNO LIGHTING, INC. (NOV)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 6— Profi t Sharing Plans
During 1986, the Company adopted a profit sharing plan
pursuant to Section 401 of the Internal Revenue Code, where
by participants may contribute a percentage of compensation,
but not in excess of the maximum allowed under the Code.

9 (In Part): Stock Plans
In the third quarter of 1988, the Company sold to its em
ployees’ Guaranteed Stock Plan 139,262 shares of treasury
stock for $4,909. The Plan is the successor to the Voluntary
Investment Plan, which was renamed and amended. The
amendment provides that all future employer and employee
contributions w ill be invested in the Company's common
stock. The amendment also allowed for the one-time transfer
of a participant’s account accumulated under the Voluntary
Investment Plan into the Guaranteed Stock Plan. The Guaran
teed Stock Plan’s initial investment in the Company stock
included open market purchases as well as the above pur
chase of Company-held treasury stock. Employer contribu
tions to the Guaranteed Stock Plan were $880 in 1988. The
Company guarantees a minimum rate of return on certain Plan
assets. This rate of return is determined annually and is based
on two year U.S. Treasury Notes.
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INTERNATIONAL PROTEINS CORPORATION
(DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 13— Savings Plans
The Company has m ultiple 401(k) Salary Deferral Plans,
whereby eligible dom estic employees may voluntarily contrib
ute a percetage of compensation. In addition to Company
matching contributions of up to four percent of compensation,
mandatory Company contributions are equal to one percent of
eligible employee compensation. Total plan expense was
$282,000, $81,000 and $49,000 in 1988, 1987 and 1986,
respectively. The increase in the current year's expense is
principally due to the additional eligible employees resulting
from the Paymaster acquisition.

MILTON ROY COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 13 (In Part): Employee Benefit Plans:

In September 1987 the Company initiated a 401(k) Savings
Plan. Under the provisions of the plan, the Company annually
matches a portion of the employee’s contribution with shares
of the Company’s common stock. All domestic employees
with at least one year of continuous service are eligible for the
plan. Company contributions are 100% vested after five years
of continuous service. Contributions by the Company in 1988
in the form of the Company’s common stock amounted to
$149,000 ($33,000 in 1987).

TASTY BAKING COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
8. Thrift Plan:

In December 1987, the Board of Directors of the company
approved the adoption of an amended and restated Plan
under which all eligible employees qualify for membership.
Members are permitted to make contributions to the Plan on a
pre-tax salary reduction basis in accordance with the provi
sions of Section 401(k) of the Internal Revenue Code. The
companies contribute $1.00 for each $1.00 contributed by a
member up to a specified limit. Previously, the companies
contributed $.35 for each $1.00 contributed by a member up to
a specified lim it. The com panies’ contributions charged
against income totalled approxim ately $472,000 in 1988,
$284,000 in 1987 and $289,000 in 1986.

UNISYS CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
13

(In Part): Employee Plans

B. Employees savings plans
U.S. employees are eligible to participate in employees
savings plans. Under these plans, a percentage of the em
ployee’s pay may be contributed to various savings alterna
tives, including investment in the Company’s common stock.
The plans generally provide for Company matching under
various formulas. Charges to income related to such Com
pany matching for 1988, 1987 and 1986 were $64.0, $55.2
and $44.3 m illion, respectively.

Employee Stock Ownership Plans
ASHLAND OIL, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note L (In Part): Stock Ownership Plans

Leveraged employee stock ownership plan
During 1986, Ashland established the Ashland Oil, Inc.
Leveraged Employee Stock Ownership Plan (LESOP). To
fund the LESOP, Ashland borrowed $255,000,000 repayable
over ten years in increasing semiannual installments begin
ning at $8,500,000 on September 3 0 , 1986. Proceeds of this
borrowing were loaned to the LESOP on the same terms and
used by the LESOP, along with cash contributions from Ash
land, to purchase 10,700,000 shares of Ashland common
stock. Contributions to the LESOP charged to expense for
1986 amounted to $17,493,000.
In 1987, Ashland contributed $215,000,000 to the LESOP
from excess assets recovered from certain company pension
plans. Such funds were used to service the LESOP debt and
prepay $211,981,000 of the principal, with the remaining debt
being refinanced. Allocations of such contributions to partici
pants’ accounts are made on the basis of the original cost to
the LESOP of the Ashland stock. One-half of the LESOP
contribution w ill serve to fund future benefits paid by certain
pension plans and was accounted for as a prepaid LESOP
contribution (see Note K). The remainder ($105,990,000) was
expensed as an offset to the pension settlem ent gain. The
prepaid portion is being expensed ($13,834,000 in 1988 and
$14,412,000 in 1987) on a pro rata basis as the related shares
are allocated to plan participants. Ashland is not obligated to
make further contributions to the LESOP.

The companies’ contributions are to be invested in Tasty
Baking Company’s common stock. The members’ contribu
tions can be used to purchase various combinations of the
company’s common stock (maximum election 50%), an in
come account (maximum election 100%) and a common stock
account (maximum election 50%).

CBI INDUSTRIES, INC. (DEC)

The company had 150,822 shares of its common stock
reserved for possible issuance under the Plan at December
31. 1988.

12. Employee Stock Ownership Plan (ESOP).
In 1987, CBI established an ESOP to give most U.S. sala
ried employees an additional opportunity to share in the own

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Thousands of dollars

Em ployee B enefit Plans

ership of CBI’s stock. Initial funding for the ESOP consisted of
a transfer of surplus assets, that included 546,305 common
shares and $23,909 of cash Investments, arising from the
term ination and restructuring of defined benefit pension plans.
In 1988, CBI borrowed $125,000 which was concurrently
loaned to the ESOP. W ith the proceeds from the loan and
funds from the pension revision, the ESOP purchased an
a d d itio na l 820,479 shares o f CBI com m on stock and
3,945,000 shares of Series C preferred stock.
The loan, which Is reflected as long-term debt on CBI’s
consolidated balance sheet, is offset by a like amount in
shareholders’ investment as unamortized ESOP debt. As
company contributions plus the dividends on the shares held
by the ESOP are used to meet interest and principal payments
on the loan over the 14-year term , shares acquired with the
loan proceeds are allocated to eligible employees. As princi
pal payments on the loan are made, long-term debt and the
offset in shareholders’ investment, unamortized ESOP debt,
are both reduced.
Shares received and purchased from the transfer of the
surplus assets from the term inated and restructured defined
benefit pension plans are reflected as unallocated ESOP
shares. These shares are being allocated to eligible em
ployees over a period of eight years beginning in 1987. The
value of the shares allocated are reflected in the consolidated
statements of income as a charge to costs and expenses
included in the measurement of income from operations and
as a reduction of unallocated ESOP shares in the sharehold
ers’ investment section of the consolidated balance sheet.
In 1987, 218,700 shares of common stock (subsequently
adjusted in 1988 to 218,412) were allocated to eligible em
ployees who had completed two full years of service by June
30, 1987. in 1988, 61,093 shares of common stock and
167,596 shares of Series C preferred stock were allocated to
eligible employees. The ESOP cash assets arising from the
pension reversion, which were tem porarily held as short-term
investments in the amount of $23,909, were included in CBI’s
consolidated balance sheet as tem porary cash investments at
December 3 1 , 1987.

WETTERAU INCORPORATED (MAR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Employee Benefit Plans (In Part)

Effective April 1985, the company established an Employee
Stock Ownership Plan (ESOP) which purchased 526,544
common shares of the company with the proceeds from a
$9,375,000 bank borrowing. During fiscal 1988, the ESOP
purchased an additional 1,800,000 common shares of the
company with the proceeds from a $31,050,000 bank borrow
ing. The company guaranteed the loan and is obligated to
make annual contributions sufficient to enable the ESOP to
repay the loan principal and interest. Charges to operations for
the cost of this plan were $2,788,000 for 1988 and $2,398,000
for 1987 and 1986. The company’s Payroll Stock Ownership
Plan (PAYSOP) was merged into the ESOP plan during fiscal
1988 due to the expiration of the federal tax credit as of
January 1 , 1987 for company contributions. The ESOP loan
guarantees are recorded net of taxes in the shareholders’
equity section of the balance sheet.
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Deferred Compensation Plans
HECLA MINING COMPANY (DEC)
NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS
Note 8 (In Part): Employee Benefit Plans
The Company has a Deferred Compensation Plan which
permits eligible officers and directors to defer a portion of their
compensation. The deferred compensation, which together
with Company matching amounts and accumulated interest is
accrued but unfunded, is distributable in cash after retirement
or te rm ination, and at D ecem ber 31, 1988 and 1987,
amounted to approximately $981,000 and $1,475,000, re
spectively. The Company has insured the lives of certain
officers, who participate in the deferred compensation prog
ram, to assist in the funding of the deferred compensation
liability. The Company is the owner and beneficiary of the
insurance policies.

SAVANNAH FOODS & INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 9 (In Part): Employee Retirem ent Plans and Other
Benefit Plans:
The Company also has a deferred compensation plan
which permits directors and certain management employees
to defer portions of their compensation and earn a guaranteed
interest rate on the deferred amounts. The salaries which
have been deferred since the plan’s inception have been
accrued and the only expense, other than salaries, related to
this plan is the interest on the deferred amounts. Interest
expense during 1988, 1987, and 1986 includes $636,000,
$414,000, and $247,000, respectively, related to this plan.
The Company has included In “ Deferred employee benefits”
$5,227,000 at the end of 1988 and $3,972,000 at the end of
1987 to reflect its liability under this plan. To fund these plans,
the Company purchased whole-life insurance contracts on the
related directors and employees. The Company paid wholelife in su ra n ce p rem ium s o f $ 2 ,0 3 2 ,0 0 0 in 1988 and
$4,399,000 in prior years and has capitalized these premiums
and included them in “ Other assets.” If all of the assumptions
regarding m ortality, interest rates, policy dividends, and other
factors are realized, the Company w ill ultim ately realize its full
investment plus a factor for the use of its money.

SPEIZMAN INDUSTRIES, INC. (JUN)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
9. Deferred Compensation Plans
Prior to June 27, 1987, the Company had deferred com
pensation agreements with two employees, providing for pay
ments amounting to $1,257,240 upon retirem ent or death.
One such agreement, providing for payments amounting to
$800,760, was term inated on June 27, 1987. The payments
under the remaining plan (payable in equal annual install
ments over a ten year period) w ill begin in 1993 in the event of
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retirement. Both agreements were funded under Trust Agree
ments whereby the Company paid to the trusts amounts
necessary to pay annually approximately $11,000 of pre
miums on life insurance policies carried to meet the obliga
tions under the Deferred Compensation Agreements. Pay
ments subsequent to June 2 7 , 1987 w ill total approximately
$7,300 annually. Expenses applicable to those agreements
charged to operations were approximately $7,300, $10,300,
$8,100 and for the years ended July 2 , 1988, June 2 7 , 1987
and June 28, 1986.

Performance Convertible Debenture Units
M/A-COM, INC. (SEP)
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Note 9. Annual Executive Performance Incentive Plan
On September 25, 1987, the Board of Directors voted to
amend, prospectively, the Contingent Compensation Plan,
now named the Annual Executive Performance incentive
Plan. In addition to other amendments, the Plan provides that
Performance Convertible Debenture Units w ill be available for
award only in such special circumstances as may be deter
mined by the Board of Directors. Prior to 1986 deferred com
pensation in the form of Performance Convertible Debenture
Units was awarded to officers and other key employees. No
such units were awarded under this plan during the last three
fiscal years.

At the option of the recipients, these Units may be converted
at the end of five years from the date of grant into either: (1) a
maximum of 386,558 shares of common stock, or (2) cash in
an amount for each Unit equal to the then book value per share
of outstanding common stock, or (3) a combination of the
preceding elections. Compensation is charged to income over
the five year vesting period, adjusted for forfeitures. Com
pensation expense related to continuing operations amounted
to $1,861,000 in 1988 ($1,766,000 in 1987 and $2,934,000 in
1986). The aggregate value of Units to be earned is approx
imately $1,034,000.

VEBA

DEPRECIATION EXPENSE
Paragraph 5 of APB Opinion No. 12, Section D40 of FASB
Accounting Standards— C urrent Text, stipulates that both the
amount of depreciation expense and method or methods of
depreciation should be disclosed in the financial statements or
in notes thereto. Paragraph 5, Chapter 9C of ARB No. 43
defines depreciation accounting (the process of allocating the
cost of productive facilities over the expected useful lives of
the facilities) as “ a system of accounting which aims to distri
bute the cost or other basic value of tangible capital assets,
less salvage (if any), over the estimated useful life of the unit
(which may be a group of assets) in a system atic and rational
manner. It is a process of allocation, not of valuation.”
Table 3-12 summarizes the methods of depreciation used
to allocate the cost of productive facilities. Examples of depre
ciation expense disclosures follow.

Straight-Line Method
ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
FINANCIAL REVIEW
Depreciation and am ortization amounted to $109.2 million
in 1988, $91.4 m illion in 1987, and $74.3 million in 1986.
These amounts include am ortization of intangible assets of
$7.9 m illion in 1988, $4.4 m illion in 1987, and $2.4 million in
1986.

Depreciation charges for financial reporting purposes are
determined generally on the straight-line basis at rates calcu
lated to provide for the retirem ent of assets at the end of their
useful lives. Accelerated depreciation is generally used for tax
purposes. When assets are disposed of or retired, their costs
and related depreciation are removed from the books, and any
resulting gains or losses are reflected in “ Miscellaneous, net.”
Intangibles are amortized over periods ranging from 5 to 40
years.

GANNETT CO., INC. (DEC)
1988

SCOTT PAPER COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Voluntary Employee Beneficiary Association

During 1987, the Company established two Voluntary Em
ployee Beneficiary Associations (VEBA). A VEBA is estab
lished by an employer to provide various employee benefits to
its employees. To facilitate this arrangement, two trusts were
created from which all benefit payments are made.
The temporary funding used to make contributions to the
trusts of $60.0 m illion during 1988 and $52.0 million during
1987 is included in payable to suppliers and others in the
accompanying consolidated balance sheet at December 31,
1988 and December 2 6 , 1987, respectively. Prepaid items in
the accompanying consolidated balance sheet at December
3 1 ,1988 and December 2 6 , 1987 include aggregate balances
in the VEBA trusts of $65.7 million and $52.0 m illion, respec
tively.

1987

1986

($000)
Operating expenses;
Cost of sales and operating
expenses, exclusive of de
preciation .........................
Selling, general and adminis
trative expenses, exclusive
of depreciation.................
Depreciation..........................
Amortization of intangible
assets...............................
Total......................................

$1,886,027

$1,717,478

$1,564,545

536,560
136,861

539,826
124,485

497,244
111,229

40,312

36,595

31,980

2,626,760

2,418,384

2,204,998

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Property and depreciation— Property, plant and equipment
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Depreciation

GEORGIA-PACIFIC CORPORATION (DEC)

TABLE 3-12: DEPRECIATION METHODS

Straight-line.......................
Declining-balance................
Sum-of-the-years-digits.......
Accelerated method— not
specified........................
Unit of production...............
Other................................

Number of Companies
1986
1988
1987
563
561
559
44
49
44
11
14
12
70
53
9

76
51
12

77
48
12

1985
563
53
16
73
54
12

Costs and expenses
Cost of sales.................................
Selling, general and administrative....
Depreciation and depletion...............
Interest.........................................
Total costs and expenses....................

1988

1987
(Millions)

1986

$7,452
632
450
197
8,731

$6,777
583
387
124
7,871

$5,783
511
339
138
6,771

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

is recorded at cost, and depreciation is provided generally on a
straight-line basis over the estim ated useful lives of the
assets. The principal estimated useful lives are: buildings and
improvements, 10 to 40 years; machinery, equipment and
fixtures, four to 25 years; outdoor advertising display struc
tures, five to 30 years. M ajor renewals, improvements, reloca
tion of outdoor advertising structures and interest incurred
during the construction period of m ajor additions are capital
ized. Expenditures for the removal of outdoor advertising
structures, m aintenance, repairs and m inor renewals are
charged to expense as incurred.

BOWNE & CO., INC. (OCT)
NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Accounting Policies

Real estate, equipment and leasehold improvements
Real estate, equipment and leasehold improvements are
carried at cost. Maintenance, repairs and minor renewals are
expensed as incurred.
Depreciation for financial statement purposes which is pro
vided on the straight-line method was $8,349,000 (1988),
$6,911,000 (1987) and $5,686,000 (1986). Depreciation is
calculated for tax purposes on accelerated methods.
Estimated lives used in the calculation of depreciation for
financial statement purposes are:
Buildings......................................................
Machinery and plant equipment........................
Furniture and fixtures.....................................
Vehicles........................................................
Leasehold improvements.................................

20-40 years
5-12½ years
5-12½ years
3-5 years
Shorter of useful life
or term of lease

Property, Plant and Equipment
Property, plant and equipment are recorded at cost. Lease
obligations for which the Corporation assumes substantially
all the property rights and risks of ownership are capitalized.
Replacements of major units of property are capitalized and
the replaced properties are retired. Replacements of minor
units of property and repairs and maintenance costs are
charged to expense as incurred.
Depreciation expense is computed using the straight-line
method with composite rates based upon estimated service
lives. The ranges of composite rates for the principal classes
are: land improvements— 5% to 7%; buildinge— 3% to 5%;
and machinery and equipment— 5% to 20%.
Under the composite method of depreciation, no gain or
loss is recognized on normal property dispositions because
the property cost is credited to the property accounts and
charged to the accumulated depreciation accounts and any
proceeds are credited to the accum ulated depreciation
accounts. However, when there are abnormal dispositions of
property, the cost and related depreciation amounts are re
moved from the accounts and any gain or loss is reflected In
income.
The Corporation capitalizes Interest on projects when con
struction takes considerable time and entails major expendi
tures. Such interest is charged to the property, plant and
equipment accounts and amortized over the approximate life
of the related assets in order to properly match expenses with
revenues resulting from the facilities. Interest capitalized, ex
pensed and paid was as follows:
Year ended December 31
(Millions)
1988
1987
1986
Total interest costs.......................................
$222 $134
$147
Interest capitalized....................................
(25)
(10)
(9)
Interest expense..........................................
$197 $124
$138
Interest paid................................................
$164 $116
$136
The Corporation defers net operating costs on new con
struction projects during the start-up phase and amortizes the
deferral over five years. The amounts deferred, which were
not material in 1988, 1987 and 1986, are included in the
property, plant and equipment accounts.
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MURPHY OIL CORPORATION (DEC)

WM. WRIGLEY JR. COMPANY (DEC)

198 8

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

198 7

1986

(Th o u sa n d s o f d ollars)
C o sts and E xp e n se s

Depreciation
Depreciation is provided over the estim ated useful lives of
the respective assets (buildings and building equipm ent— 15
to 50 years; m achinery and equipm ent— 3 to 2 0 years). The
depreciation m ethods and am ounts in thousands of dollars by
year w ere:
1 988

1987

1986

S tra ig h t-lin e .............................................

$ 9 ,3 2 6

8 ,3 2 3

7 ,0 2 2

A c c e le ra te d ..............................................

1 3 ,8 9 2

12,651

11 ,6 9 4

Crude o il, p ro d u cts, and
related operatin g ex
p en ses ...........................

$

8 8 6 ,9 6 5 $

9 5 1 ,7 6 7 $

7 7 5 ,2 7 0

D rillin g and oth er o pe rat
ing ex p en ses ................

1 5 5 ,2 7 3

1 2 8 ,9 8 3

1 3 0 ,6 5 7

5 9 ,8 0 5

4 9 ,1 8 7

70,081

7 8 ,8 2 5

7 4 ,8 1 0

84,001

2 1 2 ,7 6 4

2 0 5 ,8 4 9

2 4 5 ,6 5 5

Explora tion ex p en ses, in 
clu d in g un developed
lease a m o rtiz a tio n ........
Se llin g and general ex
pen ses ...........................
D epreciation, depletion ,
am o rtizatio n , and aban

Units-Of-Production Method

d o n m e n ts ......................
P ro v isio n fo r lo s s on

BOISE CASCADE CORPORATION (DEC)

agreem en t w ith ban ks
that issu e d letters of

1 988

1987

1986

(expressed in th o u sa n d s)

$ 2 ,9 7 4 ,3 7 0

$ 2 ,8 8 1 ,8 0 0

$ 2 ,9 2 5 ,8 7 0

D epreciation and c o s t of
c o m p a n y tim b e r har
1 8 7 ,6 0 0

1 8 5 ,6 0 0

1 9 1 ,3 6 0

3 6 2 ,4 8 0

3 4 0 ,0 8 0

3 3 7 ,9 9 0

3 ,5 2 4 ,4 5 0

3 ,4 0 7 ,4 8 0

3 ,4 5 5 ,2 2 0

tain a s s e t s ......................

N O TES TO FIN A N C IA L STA TEM EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Property. Property and equipm ent are recorded at cost.
Cost includes expenditures for m ajor im provem ents and re
placem ents and the net am ount of interest cost associated
with significant capital additions. C apitalized interest totaled
$ 3 ,2 3 8 ,0 0 0 in 1988, $ 1 ,3 2 6 ,0 0 0 in 1987, and $ 1 ,2 0 0 ,0 0 0 in
1986. Substantially all paper and wood products m anufactur
ing facilities determ ine depreciation by the units-of-production
m ethod, and other operations use th e straight-line m ethod.
O perations which use com posite depreciation m ethods in
clude gains and losses from partial sales and retirem ents in
accum ulated depreciation. G ains and losses at other opera
tions are included in incom e as they occur. Estim ated service
lives of principal item s of property and equipm ent range from 3
to 40 years.
Cost of com pany tim ber harvested and am ortization of log
ging roads are determ ined on the basis of the annual am ount
of tim ber cut in relation to the total am ount of recoverable
tim ber. Tim ber and tim berlands are stated at cost, less the
accum ulated total of tim ber previously harvested.
A portion of the C om pany’s wood requirem ents is acquired
from public and private sources. Except for required deposits,
no am ounts are recorded until such tim e as the Com pany
becom es liable for the tim ber. At D ecem ber 3 1 , 1988, based
on average prices a t the tim e, the unrecorded am ount of those
contracts w as estim ated to be approxim ately $ 1 5 0 ,0 0 0 ,0 0 0 .

—

—

3 8 7 ,1 6 3

Interest e x p e n s e ................

3 6 ,8 5 6

3 2 ,8 1 8

3 2 ,2 1 7

Interest c a p ita liz e d .............

( 2 ,157)

(1 ,472)

(3 ,635)

Total c o s ts and ex
pen ses ........................

S e llin g and a d m inistrativ e
e x p e n s e s .........................

1 0 0 ,0 0 0

in stated v a lu e s o f c e r

M aterials, labor, and other

vested ..............................

s u b s id ia ry ........................
P ro v isio n fo r w rite-d o w n

C o st and exp en ses
operating e x p e n s e s ........

cred it fo r an in su ra n ce

1 ,4 2 8 ,3 3 1

1 ,5 4 1 ,9 4 2

1 ,7 2 1 ,4 0 9

N O T E S T O C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note A (In Part): Significant Accounting Policies
Depreciation and D epletion— D epreciation and depletion of
producing oil and gas properties are provided under the unitof-production m ethod on a property-by-property basis. D e
veloped reserves are used to com pute unit rates for unam or
tized tangible and intangible developm ent costs, and proved
reserves are used for unam ortized leasehold costs. Estim ated
costs (n et of salvage value) of dism antling oil and gas produc
tion facilities are com puted and included in depreciation and
depletion using th e unit-of-production m ethod. D epreciation of
refining and m arketing facilities is calculated using the com 
posite straight-line m ethod. D epletion of tim ber is based on
board fee t cut. D epreciation of each drilling barge and related
equipm ent is determ ined by dividing th e cost less accum u
lated depreciation and salvage value by the estim ated rem ain
ing useful life of the barge. Diving equipm ent, office buildings,
pipelines, and other properties are depreciated by individual
unit based on the straight-line m ethod.
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Declining-Balance Method
PUBLIX SUPER MARKETS, INC. (DEC)

GRUMMAN CORPORATION (DEC)

S tatem en ts o f C ash F low s

C onso lid ate d S ta tem e n t o f C ash Flow s

1988
Cash flows from operating acti
vities:
Net income...........................
Items affecting cash from op
erations:
Depreciation and amortiza
tion..............................
Decrease/(increase) in:
Accounts receivable and
marketable securities
Inventories....................
Prepaid expenses.........
lncrease/(decrease) in:
Accounts payable,
wages and employee
benefits....................
Income taxes payable...
Deferred income taxes..
Other...........................
Net cash provided (required)
by operating activities.......

1988
1987
1986
(Amounts in thousands)

1987
1986
(Dollars in thousands)

$ 86,465

$ 35,650

$ 78,690

113,854

103,593

81,400

(215,099)
(97,195)
8,739

79,204
31,800
(13,200)
14,307
(77,590)
8,875

(6,514) (211,787)
(189,024) (25,952)
(21,274)
(11,246)

6,697
(43,141)
(41,560)
65,001
(126,222)

44,421
38,194
(35,133)
11,215
(108,888)

(90,572)

(30,198)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Depreciation and amortization
The company uses a declining-balance method of depre
ciation for substantially all of its plant and equipment. Lease
hold improvements are amortized over the terms of the leases
or their estimated useful lives, whichever is shorter.
Upon sale or retirem ent of plant and equipment, the related
cost and accumulated depreciation are removed from the
accounts, and any gain or loss is reflected currently. Mainte
nance and repair costs are expensed as incurred.

Reconciliation of Net Income to Net
Cash Provided by Operating Activi
ties
Net income..........................................
Adjustments to reconcile net income
to net cash provided by operating
activities;
Depreciation and amortization.........
Contribution to Employee Stock
Ownership Trust.........................
Deferred income taxes....................
Loss on sale of property, plant and
equipment...................................
(Gain) loss on sale of investments..
Writedown of investments to mar
ket...............................................
Loss on disposition of accounts re
ceivable.......................................
Liability insurance accruals in ex
cess of current payments..........

$102,434

87,228 84,308

91,959

77,945 67,416

11,200
3,439

10,400
5,935

9,600
5,636

768
1,060

184
478

338
(1,137)

775

2,150

—

—

—

478

20,509

4,247

5,015

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f Significant Accounting Policies

d. Property, Plant and Equipment and Depreciation
Maintenance and repairs are charged to expense as in
curred. Expenditures for renewals and betterments generally
are capitalized. The gain or loss on traded items is applied to
the asset accounts or reflected in income for disposed of
items. Depreciation is computed for financial statement pur
poses predominantly by the declining-balance method using
the following principal rates:

Buildings and improvements............................................
Furniture, fixtures and equipment....................................
Automotive equipment.....................................................
Leasehold improvements.................................................

3.75% to 5%
20%
25% to 67%
5% to 20%
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Sum-Of-The-Years-Digits

Production-Variable Method

RAYTHEON COMPANY (DEC)

WHEELING-PITTSBURGH STEEL CORPORATION
(DEC)

S tatem en ts o f C ash F lo w s
1988
1987

1988

1986

(In thousands)
Cash flows from operating acti
vities
Net income...........................
Adjustments to reconcile net
income to net cash pro
vided by operating activi
ties ...................................
Depreciation and amortiza
tion ..............................
(Increase) in accounts re
ceivable .......................
(Increase) in contracts in
process .......................
(Increase) decrease in in
ventories ......................
Increase (decrease) in ad
vance payments...........
Increase in accounts pay
able..............................
Increase (decrease) in
federal and foreign in
come taxes..................
Other adjustments, n e t....
Net cash provided by operating
activities...............................

$489,554

$445,056

$393,205

259,015

236,512

237,927

(13,317)

(29,408)

(33,078)

(265,123)

(372,823)

(173,191)

(58,549)

(94,491)

62,484

16,545

98,922

(73,463)

22,981

74,654

109,142

(149,251)
20,215

(33,514)
(8,343)

33,883
6,553

322,070

316,565

563,462

NOTES TO FINANCIAL STATEMENTS

1987

Cost and expenses:
Cost of products sold.............. ..
Selling, administrative and
general expense..................
Depreciation.............................
Interest expense......................
Restructuring charges..............

$821,913

$782,412

$ 762,175

58,656
46,743
2,497
—

50,994
44,016
3,712
48,607

48,650
48,804
6,159
327,100

929,809

929,741

1,192,888

NOTES TO FINANCIAL STATEMENTS
Accounting Policies (In Part)

Property, Plant and Equipment
Depreciation is computed on the modified units of produc
tion method fo r financial statement purposes and accelerated
methods for income tax purposes. Interest cost is capitalized
for qualifying assets during the assets’ acquisition period.
Capitalized interest cost is amortized on the same basis as the
related depreciation.
Maintenance and repairs are charged to income. Renewals
and betterments made through replacements are capitalized.
Profit or loss on property dispositions is credited or charged to
Income.
Note H (In Part): Property, Plant and Equipment

Property, plant and equipment at December 3 1 , 1988 and
1987 are as follows:

Note A (In Part): Accounting Policies

Property, Plant and Equipment
Property, plant and equipment are stated at cost. Better
ments and major renewals are capitalized and included in
property, plant and equipment accounts while expenditures
for maintenance and repairs and minor renewals are charged
to expense. When assets are retired or otherwise disposed of,
the assets and related allowances for depreciation and amor
tization are eliminated from the accounts and any resulting
gain or loss is reflected in income.
Provisions for depreciation are computed generally on the
sum-of-the-years-digits method, except for certain operations
which use the straight-line or declining-balance method. De
preciation provisions are based on estimated useful lives:
buildings— 20 to 45 years; machinery and equipment includ
ing production tooling— 3 to 18 years; equipment leased to
others— 5 to 10 years. Leasehold improvements are amor
tized over the lesser of the life of the lease or the estimated
useful life of the improvement.

1986

(in thousands)

1988

1987

(in thousands)
Land and mineral properties.........................
Buildings, machinery and equipment..........
Construction in progress..............................

$

12,407
1,010,417
45,587
1,068,411
601,759

Accumulated depreciation and amortization..
$

$

12,404
980,855
31,114

1,024,373
561,745

466,652 $ 462,628

The Corporation utilizes the modified units of production
method of depreciation which recognizes that the depreciation
of steelmaking machinery is related to the physical wear of the
equipment as well as a tim e factor. The modified units of
production method provides for straight line depreciation
charges modified (adjusted) by the level of production activity.
In 1988,1987 and 1986 depreciation under the modified units
of production method exceeded straight line depreciation by
$5.0 million or 11.9%, $4.5 m illion or 11.5% and $1.5 million or
3.2%, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

Depletion

1 (In Part): Significant Accounting Policies

CALMAT CO. (DEC)

Property and Depreciation

Consolidated Statements o f Cash Flow
1987

1988

1986

(A m ou n ts in th ousan ds)
Operating Activities:
Net in c o m e .................................

$ 5 6 ,3 8 6

$ 7 8 ,0 7 2

$ 4 4 ,1 0 0

38,641

3 6 ,6 0 8

3 2 ,2 3 7

1 1 ,5 8 9

(2 ,636)

1 5 ,3 1 9

N on -cash item s;
D epreciation, c o s t depletion
and a m o rtiz a tio n ..............
Deferred in co m e taxes—
non c u r r e n t......................

16 ,2 5 5

M in o rity in te re s t...................
R e co g nitio n of deferred real
(1 ,357)

estate g a in s ......................
O th e r.......................................

471
1 0 5 ,7 3 0

(2 5 ,7 5 0 )
(319)

(1 ,255)

1 0 7 ,5 9 2

8 5 ,0 3 9

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

Plant and equipment is recorded at cost, less accumulated
depreciation. Upon sale or retirement, the asset cost and
related depreciation are removed from the balance sheet and
the resulting gain or loss is included in income.
Depreciation is principally calculated on a straight-line basis
with lives for buildings from 15 to 3 3 years and for machinery
and equipment from 3 to 16 years. For major expansion proj
ects, the company uses the units-of-production depreciation
method until design level production is reasonably sustained.
Accelerated depreciation methods are used for tax purposes.
The cost of com pany timber harvested is charged to income
as timber is cut. T h e charge to income is the product of the
volume of timber cut multiplied by annually developed unit
cost rates which are based on the relationship of timber cost to
the estimated volum e of recoverable timber.

THE LOUISIANA LAND AND EXPLORATION
COMPANY (DEC)

1 (In Part): Summary of Significant Accounting Policies:
198 8

Property, Plant and Equipment:
Property, plant and equipment is carried at cost. Deprecia
tion is computed using primarily straight-line rates over the
following estimated useful lives:
Life in Y ea rs
Plant s tr u c tu r e s ..........................................................................

5-5 0

M ach in e ry and e q u ip m e n t.........................................................

4-25

T ransportation e q u ip m e n t..........................................................

4 -1 0

Depletion of rock and sand deposits is computed by the unit
of production method based upon estim ated recoverable
quantities of rock and sand.
Significant expenditures which extend the useful lives of
existing assets are capitalized. All other maintenance and
repair costs are charged to current operations. Interest cost
c a p ita lize d on lo n g -term ca p ita l p ro jects am ou n ted to
$ 5 62 ,0 00 and $ 7 7 5 ,0 0 0 for the years ended Decem ber 31,
1987 and 1986, respectively. There w as no interest cost capi
talized on long-term projects in 1988.
T he cost and related accumulated depreciation of assets
replaced, retired or otherwise disposed of are eliminated from
the property accounts and any gain or loss is reflected in
income.

UNION CAMP CORPORATION (DEC)
1988

1987

1986

($ in tho usa n d s)
C o sts and other charges;
C o st of p ro d u cts s o ld ........

$ 1 ,7 3 3 ,4 6 2

$ 1 ,5 8 7 ,6 7 3

$ 1 ,4 8 6 ,5 4 0

2 4 2 ,4 2 6

2 1 3 ,5 9 5

1 8 9 ,9 6 0

190,611

1 8 0 ,0 1 5

1 6 8 ,4 5 7

S e llin g and ad m inistrativ e
e x p e n s e s .........................
D epreciation and c o s t o f
co m p an y tim b e r har
vested ..............................

1987

1986

(M illio n s)
C o sts and expenses:
Lease, fa cility an d refinery operatin g ex
pen ses ......................................................

$ 3 8 7 .0

$ 4 1 3 .0

Dry h o les and exp lo ra tory c h a rg e s ...........

7 9 .2

52.1

$ 4 0 5 .5
7 3 .4

Depletion, d ep reciation and a m ortization

1 5 2 .6

1 7 5 .2

188.1

Taxes, oth er than on e a rn in g s ..................

2 2 .4

2 9 .3

1 8 .6

O ther operatin g e x p e n s e s .........................

5 4 .9

5 4 .9

5 8 .5

General and a d m in istra tiv e e x p e n s e s ......

1 0 .3

9 .5

1 1.3

Interest and debt e x p e n s e s ........................

38.1

5 2 .6

3 4 .8
—

P ro v isio n fo r Texa co c la im ........................

1 7 .7

—

R estru ctu rin g c h a rg e s .................................

8 1 .8

—

—

—

9 1 .2

Spe cia l c h a r g e s ...........................................

—
8 4 4 .0

7 8 6 .6

8 8 1 .4

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
1 (In Part): Summary of Significant Accounting Policies
b. Petroleum Operations
T h e C o m p an y uses th e successful efforts m ethod of
accounting for its oil and gas operations. The costs of un
proved leaseholds are capitalized pending the results of ex
ploration efforts. Significant unproved leasehold costs are
assessed periodically, on a property-by-property basis, and a
loss is recognized to the extent, if any, that the cost of the
property has been impaired. T he costs of individually insignifi
cant unproved leaseholds estim ated to be nonproductive are
amortized over estim ated holding periods based on historical
experience. Exploratory dry holes and geological and geo
physical charges are expensed. Depletion of proved lease
holds and amortization and depreciation of the costs of all
development and successful exploratory drilling are provided
by the unit-of-production method based upon estimates of
proved and proved-developed oil and gas reserves, respec
tively, for each property. Depreciation and amortization of
start-up costs on tertiary projects are deferred until response

284

Section 3 : Incom e Statem ent

to the tertiary project results in an addition to proved reserve
quantities. The estimated costs of dismantling and abandon
ing offshore facilities are provided currently using the unit-ofproduction method; such costs for onshore facilities are insig
nificant and are expensed as incurred. The costs of refining
and processing equipment and facilities are depreciated on a
straight-line basis over their estimated useful lives.
The Company’s anticipated purchases and sales of crude
oil and refined petroleum products are hedged against pricing
risks through the use of forward/futures contracts. The gains
and losses on these contracts are recognized upon the expira
tion of the contract and are included in the valuation of the
anticipated transactions being hedged.

TABLE 3-13: FEDERAL INCOME TAX EXPENSE
1988
Description Terms
Income taxes.........................
Federal income taxes............
United States (U.S.) income
taxes.................................
Other or no current year
amount.............................
Total Companies.............

535
42
13
590
10
600

1987

1986

522
56

520
59

520
57

11

14
591

10
600

9
600

14
592

590

8
600

1985

INCOME TAXES
PRESENTATION OF INCOME TAXES
Paragraphs 56-64 of APB Opinion No. 11 state the finan
cial statement and disclosure standards for income tax liabili
ties and expense. Effective for fiscal years beginning after
December 1 5 ,1989, Statem ent o f Financial Accounting Stan
dards No. 96, Section 125 of FASB Accounting Standards—
Current Text, supersedes APB Opinion No. 11 as the author
itative pronouncement on accounting for and reporting income
tax liabilities and expense. (An FASB Status Report dated
August 7, 1989 states that the FASB intends to delay the
effective date o f SFAS No. 96, as amended by SFAS No. 100,
for a minimum of nine months.) Paragraphs 24-30 of SFAS
No. 96 set forth standards for financial statement presentation
and disclosure of income tax liabilities and expense. Ninetyeight survey companies adopted SFAS No. 96 in 1988; 37
companies did so in 1987.
Table 3-13 summarizes the descriptive captions used by
the survey companies to identify income tax expense. Table
3-14 shows the nature of frequently disclosed timing or tem
porary differences giving rise to deferred taxes. Examples of
income tax presentation and disclosure follow.

The Company has elected to postpone adoption of State
ment of Financial Accounting Standards No. 96— Accounting
for Income Taxes (SFAS 96) until 1990. The Company is
currently evaluating the effect on its financial position resulting
from this change in accounting for income taxes.
Note 7— Income Taxes
The provision for income taxes for the year ended Decem
ber 31 is comprised of the following amounts:

CurrentFederal......................
State and local...........
DeferredFederal......................
State and local..........

Expense Provision
ANCHOR GLASS CONTAINER CORPORATION
(DEC)

Income (loss) before income taxes
and extraordinary items.................
Income tax provision.........................
Income (loss) before extraordinary
items..............................................

cause of tim ing differences between income for financial
statement purposes and income for tax purposes. The benefit
for investment tax credit was elim inated in 1986 as a result of
the Tax Reform Act of 1986, except for certain qualifying
property which resulted in a benefit of $123,000 in 1987 and
$190,000 in 1986. Investment tax credits recognized in 1987
and 1986 were realized as a reduction of current tax expense
in those years.

Total tax provision.........

1988

1987
($000)

1986

$(6,390)
2,121

$39,034
19,011

$40,722
20,116

(8,511)

20,023

20,606

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Basis o f Presentation and Significant
Accounting Policies

Income taxes
The provision for income taxes includes federal, state and
local income taxes currently payable and those deferred be-

1988

1987

1986

$2,102,000
480,000
2,582,000

$14,139,000
3,024,000
17,163,000

$15,854,000
2,544,000
18,398,000

(405,000)
(56,000)
(461,000)
$2,121,000

1,410,000
438,000
1,848,000
$19,011,000

1,479,000
239,000
1,718,000
$20,116,000

The Company recorded a tax provision of $2,121,000 for
1988 although a pretax operating loss of $6,390,000 was
recorded. The provision was generated prim arily due to
permanent differences, in excess of the pretax operating loss,
arising from book versus tax basis differences related to fixed
assets acquired in the purchases of Diamond-Bathurst and
Midland and amortization of the excess of cost over acquired
net assets recorded as a result of the acquisition of DiamondBathurst. These differences also explain the fluctuation be
tween the statutory tax rate and the effective tax rate.
At the date of acquisition, Diamond-Bathurst had net oper
ating losses and investm ent tax credit carryforwards of appro
ximately $11,200,000 and $1,800,000, respectively, expiring
at various dates from 1998 through 2000. The utilization of
these carryforwards may be lim ited due to changes in the tax
law made by the Tax Reform Act of 1986. These carryfor wards
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arose prior to the April 1985 merger of Container General
Corporation with Diamond-Bathurst. Upon realization the car
ryforwards will be accounted for as an adjustment to the
excess of cost over acquired net assets. These carryforwards
were not utilized during 1988.

TABLE 3-14: TIMING DIFFERENCES—REASONS

At the date of acquisition, Midland had net operating loss
carryforwards of approximately $12,400,000. Since the 1984
acquisition was accounted for as a purchase, the subsequent
utilization of the net operating loss carryforw ards were
accounted for as a retroactive adjustment to the purchase
price and did not reduce the provision for income taxes appli
cable to post acquisition operations. These net operating loss
carryforwards were utilized and property, plant and equipment
and related depreciation expense for 1985 and 1984 were
retroactively reduced in the year ended December 3 1 , 1985.
In addition, Midland had investment tax credit carryforwards at
the date of acquisition of approximately $2,500,000. These
carryforwards were utilized during 1986 and accounted for as
a prospective adjustment to the purchase price and did not
reduce the provision for income taxes applicable to post ac
quisition operations.

Depreciation.........................
Pensions...............................
Other employee benefits.......
Inventory valuation................
Discontinued operations........
Installment sales..................
Long-term contracts.............
Unremitted earnings.............
Leases ..................................
Interest and taxes during
construction.....................
Intangible drilling costs........
Warranties............................

Number of Companies
1986
1987
1988
488
465
462
110
118
119
112
131
146
86
131
146
98
92
92
88
70
72
67
65
63
70
59
63
27
38
39

1985
489
69
115
81
93
92
80
101
37

51
26
16

66
33
23

33
30
22

33
27
14

Deferred income taxes resulted from timing differences in
the recognition of income and expenses for financial reporting
and tax purposes. The source and deferred tax effect of these
differences for the year ended December 31 is as follows;

1987
1988
Excess of tax over book—
Depreciation................. $6,689,000 $9,543,000
Pension expense..........
433,000
Excess of book over ta x insurance expense.......
(4,128,000) (2,176,000)
Vacation allowance....... (1,301,000) (1,702,000)
Capital lease expense... (1,186,000) (1,600,000)
Inventory related..........
(387,000)
Mold deposits..............
(258,000)
Bad debt expense........
(117,000)
Restoration of deferred
taxes resulting from the
utilization of acquired
net operating loss and
investment tax credit
carryforwards..............
Other.....................................
(206,000) (2,217,000)
$(461,000) $1,848,000

1986
$3,452,000

(1,724,000)

Earnings (loss) from continuing
operations before income
taxes and extraordinary items
Provision for income taxes........
Earnings (loss) from continuing
operations before extraordin
ary items..............................

1988

1987

1986

$690,689
275,400

$58,840
15,000

$(3,846,336)

415,289

43,840

(3,846,336)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

1,417,000
(1,427,000)
$1,718,000

A reconciliation of the statutory federal income tax rate and
the effective tax rate as a percentage of pretax income for the
year ended December 31 is as follows:

Statutory rate....................................
Investment tax credit.........................
State and local income taxes, net of
U.S. federal income tax benefit.....
Permanent differences resulting from
purchase accounting.....................
Other.................................................
Effective tax rate................................

LABARGE, INC. (JUN)

1988
34.8%

1987
39.3%
(0.3)

1986
46.0%
(0.5)

4.3

5.4

(3.7)

(70.3)
(2.0)
(33.2)%

4.1
0.2
48.7%

(0.6)
0.8
49.4%

Income Taxes
The Company provides for deferred income taxes resulting
from tim ing differences in reporting income and expenses for
financial statement and income tax purposes. Investment tax
credits are accounted for as a reduction of Income taxes under
the “flow-through” method, under which the benefit is recog
nized when realized.
72. Incom e Taxes
Earnings (loss) before income taxes and the related income
tax expense (benefit of net operating loss carryforwards),
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including the imposition of the alternative minimum tax, are as
follows:

Earnings (loss) before in
come taxes (benefits):
Continuing operations..
Discontinued operations
Extraordinary item—
Gain on exchange of
subordinated de
bentures..............
Income tax expense (be
nefit):
Continuing operations..
Discontinued operations
Extraordinary item—
Tax effect of net
operating loss
carryforwards.......
Income tax expense (be
nefit) consists of the
following:
Current.........................
Deferred.......................

Year Ended
July 3,
1988

Year Ended
June 30,
1987

$ 690,689
972,293

$ 58,840 $ (3,846,336)
(20,969,816)
3,039,063

—

1986

3,681,122

—

$1,662,982

$6,769,025 $(24,816,152)

$ 275,400
330,580

$

15,000 $
1,393,000

—

—

(1,408,000)

(578,980)
S

27,000

$

—

$

-

$

_
27,000

$

—
—

$

—
—

$

27,000

$

—

$

—

A reconciliation between the actual income tax expense
(benefit) and income taxes computed by applying the statutory
Federal income tax rate to earnings (loss) before income
taxes is as follows:
Year Ended
July 3,
1988
Computed income taxes,
at 34% for 1988 and
46% for 1987 and 1986
Gains on exchange of sub
ordinated debentures
not taxable....................
Other, net.........................
Net operating loss carry
forward.........................
Alternative minimum tax...

Year Ended
June 30,
1987

1986

1990. Investment tax credit carryforwards available to reduce
future years’ tax expense of $227,000 expire in various years
through 2001.
The Tax Reform Act of 1986 enacted an alternative mini
mum tax system for corporations, generally effective for tax
able years beginning after December 3 1 , 1986. The alterna
tive minimum tax is imposed at a 20% rate on the corporation's
alternative minimum taxable income which is determined by
making statutory adjustments to the corporation’s regular tax
able income. Net operating loss carryforwards may be used to
offset only 90% of a corporation’s alternative minimum taxable
income. The net operating loss carryforward for alternative
minimum tax purposes are approximately $30,711,000 and
$31,990,000 for financial reporting and income tax purposes,
respectively. The Company is subject to the alternative mini
mum tax fo r financial reporting purposes resulting in an
alternative minimum tax expense of $27,000. This amount will
be allowed as a credit carryover against regular tax in the
future in the event the regular tax expense exceeds the
alternative minimum tax expense.
Although the Company has not adopted the provisions re
quired by Statement of Financial Accounting Standards No.
96 “ Accounting for Income Taxes” (FASB 96), It has calcu
lated the effects and determined any impact resultant from
such implementation is imm aterial to its financial statements.
Such implementation is required no later than in fiscal 1989.

COOPER INDUSTRIES, INC. (DEC)
1988

1987

1986

($ 000)

Income before income taxes.........
Income taxes.................................

$385,508
161,102

$311,516
137,705

$285,172
137,450

Net Income...................................

$224,406

$173,811

$147,722

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f M ajor Accounting Policies

$565,000

$3,114,000

13,980

(1,693,000)
(13,000)

(578,980)
27,000

(1,408,000)
—

—

$ 27,000

$

— $

$(11,415,000)

—
—

11,415,000
—
—

As a result of losses incurred in 1 98 6,1985 and 1984, the
Company has net operating loss carryforwards for financial
reporting purposes of approximately $30,563,000. Such car
ryforw ards fo r incom e tax purposes are approxim ately
$35,005,000 and expire $11,383,000 in 1999, $2,198,000 in
2000, $ 8 ,7 6 9 ,0 0 0 in 2001, $ 8 ,3 3 0 ,0 0 0 in 2002 and
$4,325,000 in 2003. To the extent that tax carryforwards in
excess of financial reporting carryforw ards are realized
through reduction of income taxes payable in future periods,
the eliminated deferred taxes will be reinstated at the then
current rates. Long-term capital loss carryforw ards are
$953,000, which expire $429,000 in 1989 and $524,000 in

income Taxes
Income tax expense includes United States and foreign
income taxes, including United States Federal taxes on undis
tributed earnings of foreign subsidiaries. To the extent that
income for financial and tax purposes is not the same due to
differences in the tim ing of certain reported items, including
depreciation and the advance funding of certain employee
benefit programs, deferred taxes are provided in the consoli
dated financial statements.
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Note 4: Incom e Taxes

Year Ended December 31,
(000 omitted except
percentages)
Income before income
taxes:
United States opera
tions....................
Foreign.....................
Income before in
come taxes.....
Income taxes:
Currently payable:
U.S. Federal........
U.S. state and
local................
Foreign................
Deferred:
U.S. Federal........
Foreign................
Income taxes...
Items giving rise to de
ferred income taxes:
Excess of tax over
book depreciation.
Deferred taxable in
come on install
ment sales..........
Employee medical
program funding..
Another..................
Deferred in
come taxes..
Effective tax rate recon
ciliation:
U.S. Federal statu
tory rate..............
State and local in
come taxes.........
Nondeductible good
will......................
Foreign rate differen
tial.......................
All other (individual
items less than
5% of the ex
pected tax provi
sion)....................
Indicated effec
tive tax rate.
Total income taxes paid

1988

1987

1986

$300,167
85,341

$247,567
63,949

$224,111
61,061

$385,508

$311,516

$285,172

$152,842

$ 75,744

$61,586

14,857
39,529
207,228

10,682
26,328
112,754

12,088
27,266
100,940

(44,737)
(1,389)
(46,126)
$161,102

24,481
470
24,951
$137,705

35,422
1,088
36,510
$137,450

$ 15,058

$ 28,364

$ 34,973

(15,961)

(17,560)

13,798

(20,534)
(24,689)

24,800
(10,653)

—
(12,261)

$(46,126)

$ 24,951

$36,510

The Company has elected not to adopt for 1988 SFAS No.
96— Accounting for Income Taxes, which was issued by the
Financial Accounting Standards Board in 1987 and amended
in 1988 and is not required to be applied until 1990. Because of
the magnitude of acquisitions made by the Company in prior
years and the various alternatives available in adopting the
new standard, the year or years affected and the amount of the
cumulative effect has not been determined. Once adopted,
the new standard is not currently expected to have a signifi
cant effect on the Company’s yearly Income tax expense,
except when there are significant changes in tax rates.

NACCO INDUSTRIES, INC. (DEC)
1988

34.0%

40.0%

46.0%

2.8

2.4

2.5

2.7

3.1

3.6

2.1

.1

.1

Income Before Income Taxes............
Provision for income taxes................
Net Income........................................

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
Note J— Income Taxes
The components of income before income taxes are as
follows:

Domestic...........................................
Foreign......... . . . . . . ...........................

41.8%
$122,763

(1.4)

(4.0)

44.2%
$ 94,708

48.2%
$112,483

The Company’s income tax provision includes the elements
shown above. The U.S. Federal portion of the provision in
cludes U.S. tax expected to be payable on the foreign portion
of the Company’s income before income taxes when such
earnings are rem itted. Through Decem ber3 1 , 1988, the Com
pany has provided such tax on essentially all unremitted earn
ings of its consolidated foreign subsidiaries.

Year Ended December 31
1988
1987
1986
(In thousands)
$49,348 $43,154 $50,573
10,931
4,279
2,834
$60,279 $47,433 $53,407

Income taxes consist of the following:

Year Ended December 31
1988
1987
1986
(In thousands)
Currently Payable
Federal...........................................
State..............................................
Foreign..........................................
Charge in lieu of income taxes.....
Deferred
Federal...........................................
State..............................................

.2

1987
1986
(In thousands)
$60,279
$47,433 $53,407
15,327
13,476
20,065
$44,952
$33,957 $33,342

$ 8,136
1,572
2,475
2,171
14,354

$ 7,867
2,988
160
1,634
12,649

$ 2,242
436
117
1,387
4,182

479
494
973
$15,327

1,206
(379)
827
$13,476

14,974
909
15,883
$20,065

An adjustment of estimated income tax liabilities for prior
years reduced the provision for federal taxes currently pay
able by $4.3 m illion in 1988.
The Company made income tax payments of $13.1 million,
$11.4 million and $.4 m illion and received income tax refunds
for prior periods of $7.1 million, $5.9 m illion and $3.5 million
during 1 9 8 8 ,1987 and 1986, respectively.
A reconciliation of federal statutory and effective income tax
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rates follows:
1988
statutory rate....................................................

1986

1987

3 4 .0 %

4 0 .0 %

4 6 .0 %

(7 .1 )
(5 .4 )

(8 .3 )

(1 .4 )

(3 .6 )

State income ta xe s ....................................

2 .8

4 .9

3 .7

Foreign income and taxes— n e t............

1 .6

.2

.4

either in a restatement of ail prior periods presented together
with a reduction of beginning retained earnings, or a cumula
tive effect charge to earnings in the year of adoption. Adoption
will have no impact on cash flow.

Effect of:
Adjustment of estimated income tax
liabilities for prior years.....................
Percentage depletion.................................

PREMARK INTERNATIONAL, INC. (DEC)

(.3 )
(1 0 .9 )

Adjustments related to sale of sub
sidiaries ..................................................

1988

Capital gain rate preference....................
Other— n e t ..................................................
Effective rate......................................................

.9
2 5 .4 %

cumulative effect of accounting

(2 .0 )

(2 .8 )

(2 .5 )

1 .2

2 8 .4 %

3 7 .6 %

The charge in lieu of income taxes includes $2.0 million in
1988, $1.3 million in 1987 and $.9 m illion in 1986, which
represents the effect of the recognition of foreign operating
loss carryforwards of Yale’s United Kingdom subsidiary which
existed at the March 1985 acquisition date. The remaining
portion of the charge in lieu represents the tax effect of differ
ences between the book and tax basis of certain accounts
resulting from the application of purchase accounting in con
nection with the acquisition of Yale.
Deferred income taxes result from the following differences
between treatm ent for income tax return purposes and finan
cial reporting purposes:
Year Ended December 31
198 7

book expense:
$ 2 ,4 4 4

Partnership lo s s .......................................

30

1 ,3 0 9

Mine closing c osts..................................

25

4 40

Pension e x p e n s e .....................................

79

3
(7 9)

( 1 ,4 60 )

carryforwards.......................................

(19)

3 ,7 5 0

Other differences— n e t ..........................

(9)

Product liability costs.............................

$ 3 ,6 7 6
(241)
(2 ,5 9 4 )
(948)
1 2,9 72
29

Book income greater than (less than)
taxable income:
Sale of subsidiaries.................................
Adjustment to prior years.....................

606
3 37
$ 97 3

(3 ,5 7 9 )
(1 .1 8 1 )
$

827

$ 126.1

7 5 .4

5 4 .6

6 2 .4

1 2 1 .2

7 1 .5

(9 8 .3 )

$ (3 5 .9 )

Income (loss) before cumulative effect
of accounting change...............................

NOTES TO THE CONSOLIDATED FINANCIAL STATE
MENTS
Note 9: Incom e Taxes

In 1988, the company adopted the provisions of SFAS 96.
The cumulative effect of the change on prior years was $15.9
million and is not included in the summaries which follow. The
effect of this change on the current year was not m aterial. The
provision fo r income taxes is presented on the following page:
(In millions)

198 8

198 7

1986

Current:
Federal.................................................................

$ 3 .0

$25.1

$ 1 4 .9

Fo reig n...............................................................

4 6 .6

5 7 .0

4 8 .5

S ta te ....................................................................

2 .8
5 2 .4

1 0 .2

5 .3

9 2 .3

6 8 .7

(3 7 .2 )

(2 1 .1 )

4 .9

1 7 .7

Deferred:
Federal.................................................................

3 .9

Foreign...............................................................

18.1

S ta te ....................................................................

1 .0

(5 .4 )

(2 .9 )

2 3 .0

(3 7 .7 )

(6 .3 )

$ 7 5 .4

$ 5 4 .6

$ 6 2 .4

Deferred income tax provisions, resulting from differences
between accounting for financial statement purposes and
accounting for tax purposes, were as follows:

2 ,5 3 7

Decrease in tax loss and tax credit
(9 75 )

$ 1 9 6 .6

Provision for income taxes..........................

Provision for income ta x e s ...............................

(in thousands)

$ 79

change ...........................................................

1986

Tax expense greater than (less than)
Depreciation...............................................

1986

Income (loss) before income taxes and

For state income tax purposes, there are operating loss
carryforwards of $13.0 million expiring from 1992 to 2003,
which relate to subsidiaries. At December 3 1 , 1988, for finan
cial reporting purposes, there are $3.9 m illion of operating loss
carryforwards applicable to state income taxes, which relate to
subsidiaries. Yale’s United Kingdom subsidiary has operating
loss carryforwards at December 3 1 , 1988 of $9.8 million.

1988

1987
(in millions)

(In millions)
Accrued expenses not deductible until paid.

198 8
$ 8 9 .9

1987

1986

$ (2 0 .3 )

$ (3 4 .4 )

Depreciation................................................................

(4 5 .3 )

(1 1 .7 )

Inventory valuation...................................................

(1 7 .6 )

(2 .1 )

1 .0

(1 .5 )

(8 .8 )

Pre-funded employee benefits..........................

(3 .4 )

Repatriation of foreign e arn in g s ............................

1 .5

1 .4

O th er..............................................................................

(2 .1 )

(3 .5 )

Tax effects of tem porary differences.............

$ 2 3 .0

$ (3 7 .7 )

9 .9

2 0 .7
5 .3
$ (6 .3 )

452
$ 1 5 ,8 8 3

In December 1987, SFAS No. 96 “Accounting for Income
Taxes” was issued. Companies are required to adopt the new
method of accounting for income taxes no later than 1990;
however, the Company has not decided whether it will adopt
the Statement early or restate any periods. The analyses
necessary to estimate the impact of the new Statement on the
Company’s financial position have been undertaken, and
adoption of SFAS No. 96 by the Company is expected to result

The differences between the provision for income taxes and
income taxes computed using the U.S. federal income tax rate
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were as follows:
1988

1987

1986

Amount computed using the statutory rate.
Increase (reduction) in taxes resulting
from;
Loss on write-down or sale of facilities..
Repatriation of foreign earnings.............
Foreign income taxes............................
State taxes.............................................
Other.....................................................

$66.8

$50.4

$(16.5)

(15.0)
12.4
5.2
2.5
3.5

(22.0)

Provision for income taxes....................... .

$75.4

(In millions)

12.2
6.0

47.6
20.7
8.3

3.2
4.8

1.2
1.1

$54.6

$62.4

T he d o m e stic an d fo re ig n co m p o n e n ts o f in com e (lo ss)
b e fo re in com e ta x e s w e re a s fo llo w s ;
1988

1987

1986

Domestic...............................................
Foreign.................................................

$ 70.6
126.0

$ 16.9
109.2

$(116.8)
80.9

Total income (loss) before income
taxes................................................

$196.6

$126.1

$ (35.9)

(In millions)

Provision has been made for U.S. federal income taxes to
be paid on that portion of the undistributed earnings of certain
foreign subsidiaries expected to be remitted to the parent
company. Undistributed earnings expected to be permanently
reinvested totaled $152.7 million at December 3 1 , 1988. For
eign withholding taxes payable, if these earnings were distrib
uted, would be approximately $20.7 million.
The company made income tax payments in 1988, 1987
and 1986 of $80.4, $61.5 and $57 million, respectively.

TESORO PETROLEUM CORPORATION (SEP)
1988

1987

1986

(Dollars in thousands)
Earnings (Loss) before income
Taxes.........................................
Income Tax Provision (Benefit)
(Note F )......................................
Net Loss.........................................

amounts In the financial statements that will result In taxable or
deductible amounts in future years. The Company’s tempo
rary differences consist prim arily of Tesoro Bolivia’s Income
not yet recognized for financial purposes, certain accrued
liabilities, and depreciation and depletion.
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note F— Incom e Tax Provision (Benefit)
During fiscal 1988, the Company reached a tentative settle
ment with the Internal Revenue Service (Service) to resolve all
pending income tax issues for the Company’s 1981 through
1985 fiscal years and, in accordance with such settlement,
paid $10.6 million in additional taxes and $10.0 million in
interest, all of which were charged to operations in fiscal 1988.
Among the issues resolved was the Service’s position that the
Company was not entitled to the ordinary deduction it claimed
for Its 1981 surrender of the common stock which the Com
pany then owned in Commonwealth Oil Refining Company,
Inc. The tentative agreement is subject to review by the Con
gressional Joint Committee on Taxation (Committee). Man
agement believes that the review by the Committee will not
result in a material adverse change to the terms of the settle
ment.

The income tax provision (benefit) includes the following:
Fiscal years ended
September 30,
($000)
Federal:
Current..........................................
Deferred........................................
Foreign:
Current..........................................
Deferred........................................
State— Current...................................

1988

1987

$11,645
(1,257)

(700)
(1,315)

5,175
(66,969)

4,534
—
(188)

10,923
(11,908)
210

3,908
—
251
$14,547

$(4,808)

555

2,331

1986

(62,569)

(187,411)

Pretax earnings (loss) includes the following:
14,547
$(19,355)

2,331
(1,776)

(62,569)
Fiscal years ended
September 30,

(124,842)

SUMMARY OF SIGNIFICANT ACCOUNTING POLI
CIES
Income Taxes

In 1988, the Company implemented the provisions of State
ment of Financial Accounting Standards No. 96 (SFAS No.
96), “Accounting for Income Taxes,” which changed the
criteria for measuring the provisions for income taxes and
recognizing deferred tax assets and liabilities on the balance
sheet. SFAS No. 96 requires that ail deferred tax balances be
determined by using the tax rate expected to be in effect when
the taxes will actually be paid or refunds received. Under the
provisions of SFAS No. 96, the Company elected not to re
state prior years and has determined that the cumulative effect
of implementation was imm aterial. In 1987 and 1986, the
Company accounted for income taxes using Accounting Prin
ciples Board Opinion No. 11.
Deferred income tax assets and liabilities result from tem
porary differences. Temporary differences are differences be
tween the tax basis of assets and liabilities and their reported

($000)
United States......................................
Foreign...............................................

1988

1987

1986

$(9,088)
4,280

(4,631)
5,186

(170,229)
(17,182)

$(4,808)

555

(187,411)

Deferred income taxes (benefits) have been provided for
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te m p o ra ry d iffe re n c e s b e tw e e n fin a n c ia l and ta x a b le incom e
as fo llo w s ;
Fiscal years ended
September 30,
($000)
Differences between book and tax de
preciation, depletion and amortiza
tion:
United States..................................
Foreign............................................
Differences between book and tax de
duction for accruals.......................
Intangible drilling and development
costs:
United States..................................
Foreign............................................
Differences between book and tax
partnership income.........................
Differences relating to dividends and
notes receivable transactions with
Trinidad:
United States..................................
Foreign............................................

1988

$(1,908)

1987

(152)

1986

(25,137)
(3,516)

—

—

651

(270)

(7,362)

—

(223)

—

—

2,109
(241)
4,124

(258)

—

$(1,257)

(412)

(40,704)
(8,150)

(1,315)

(78,877)

At September 3 0 , 1988, the Company had remaining finan
cial net operating loss carryforwards of approximately $65
m illion fo r regular tax and approxim ately $32 m illion for
alternative minimum tax. For tax purposes, the Company's
remaining net operating loss carryforwards were approx
imately $42 million fo r regular tax and approximately $45
million for alternative minimum tax. These loss carryforwards
are available for future years and, if not used, w ill expire in

2002.
At September 3 0 , 1988, the Company had approximately
$8.2 million of investment tax credits and employee stock
ownership credits available for carryover to subsequent years.
These credits, if not used, w ill expire by 2001.
At September 3 0 , 1988, the Company had foreign income
tax credits of approximately $3.7 million, which w ill expire in
1991, available for carryover to subsequent years. The Com
pany is uncertain whether these credits w ill ever be used.

UNION TEXAS PETROLEUM HOLDINGS, INC.
(DEC)
1988

1987

1986

($000)

The Company’s effective income tax rate varies from the
statutory Federal income tax rate as a result of the following
factors:
Fiscal years ended
September 30,
($000)
Earnings (Loss) Before Income
Taxes...........................................

1988

1987

1986

Income before income taxes..... ..
Income taxes.............................
Net Income (Loss).....................

$332,143
222,836

$297,716
241,774

109,307

55,942

$172,619
230,107
(57,488)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands unless otherwise indicated)
$(4,808)

Statutory Federal Corporate Tax.......
Effect of:
Foreign taxes net of U.S. tax be
nefit..........................................
State income taxes net of U.S.
tax benefit...............................
Investment tax credit, n e t............
Accounting limitation on deferred
tax benefit...............................
Settlement of audits:
Internal Revenue Service.........
O ther.......................................
Alternative minimum tax in excess
of regular tax...........................
Other............................................

$ (1,635)

Income Tax Provision (Benefit)........

$14,547

555
239

(187,411)
(86,209)

Note 1 (In Part): Organization and Summary o f S ignificant
Accounting Policies

Income taxes
3,908

4,295

(521)

251
55

(107)
400

113
(317)

—

(2,416)

10,644
(1,953)
3,283
(6)

—

23,620

—

—
—

—
(80)

—
735

2,331

(62,569)

For purposes of computing its income tax liability, the Com
pany incurred a tax and financial net operating loss for fiscal
1987 of $82 million which w ill be carried forward to subsequent
years for both regular income tax and alternative minimum tax
purposes.
For 1988, the Company estimates for financial purposes it
will use approximately $17 million of the 1987 loss carryfor
ward to offset regular taxable income and approximately $50
million to offset alternative minimum taxable income. For tax
purposes, the Company estimates it w ill use approximately
$40 million of the 1987 loss carryforward to offset regular
taxable incom e and approxim ately $37 m illion to offset
alternative minimum taxable income.

The provision for income taxes is based on pretax financial
accounting income in accordance with Accounting Principles
Board Opinion No. 11. The recognition of certain income and
expense item s in different reporting periods for financial
accounting purposes and tax reporting purposes gives rise to
timing differences in determ ining pretax financial accounting
income and taxable income. Deferred income taxes on such
timing differences have been provided for in the financial
statements using the net change method. Under this method,
reversing tim ing differences are reflected at current tax rates.
In December 1987, the Financial Accounting Standards
Board (“ FASB” ) released Statement of Financial Accounting
Standards No. 96, “ Accounting for Income Taxes” which re
quires an asset and liability approach for financial accounting
and reporting for income taxes. Adoption of the Statement is
required for fiscal years beginning after December 1 5 , 1989,
with earlier application permitted. Initial application of the
Statement w ill be as of the beginning of a fiscal year. Financial
statements for years prior to the year the Statement is first
adopted may be restated to conform to the Statement. In lieu
of restatement or for the earliest year restated, the cumulative
effect of applying this Statement on the amount of deferred tax
charges or credits at the beginning of the fiscal year will be
reported as a component of net income.
Statement No. 96 is complex. The impact on the Company
of adopting the Statement is dependent upon many factors at
the time of adoption such as current tax rates, year-end oil
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prices and foreign exchange rates. To allow m ore tim e to
study, understand, and apply the provisions of the standard,
the required adoption d ate of this S tatem ent has been delayed
for tw elve m onths from its original d ate by the FASB. Further
m ore, the staff of the FA SB is considering various im ple
m entation issues regarding the standard, som e of which m ay
have a significant im pact on th e Com pany's adoption of S tate
m ent No. 96. M anagem ent does not plan to adopt the S tate
m ent until the required effective d ate. Based upon the current
tax position of th e C om pany, current tax law s, 1988 year-end
oil prices and foreign exchange rates, adoption of the S tate
m ent is not anticipated to have a m aterial effect on the Com 
pany’s financial position.

Note 8 —Incom e Taxes
Year Ended December 3 1,
1987

1988
United States:
Current.................................. ................
Deferred.............................. ................
Foreign:
Current.................................. ................
Deferred.............................. ................
State.............................................. ................

$

2,675
(3,838)

$

4,366
(28,912)

1986
$ (1,593)
27,686

(1,16 3)

(24,546)

26,093

227,328
(4,540)

285,415
(21,123)

233,331
(21,879)

222,788

264,292

211,452

1,2 11

2,028

$222,836

$ 241,774

(7,438)
$230,107

T he principal item s accounting for th e difference in taxes on
incom e com puted a t th e United S tates statutory rate and as
recorded are as follows:
Year Ended December 3 1,
Computed tax at 34% , 40% , and
46% of pretax income in 1988,
1987 and 1986, respectively . . .
Taxes in excess of the U .S . tax
rate on foreign earnings................
Domestic operating losses gener
ating no current tax benefit........
All other items, net..................................

1988

1987

1986

$112,929

$119,086

$ 79,405

99,925

107,959

83,199

2,696
7,286

2,934
11,79 5

70,890
(3,387)

$222,836

$ 241,774

$230,107

T he United S tates deferred tax provision w as com prised of
the tax effects of tim ing differences as follows:
Year Ended December 3 1,
Intangible drilling costs..........................
Non-productive leases..............................
Financing and reorganization costs
Settlement of legal and regulatory
actions..........................................................
Net gains from property sales..........
Alternative minimum tax........................
Offshore rig costs........................................
All other items, net....................................

1988

1987

1986

$ 2,138
518
1,5 7 7

$(12,974)
4,589
5,524

$(13,738)
(16,980)
12,76 4

(1,420)
(9,685)
128
( 1 , 247)
4,153

6,535
(45,960)
(5,000)
10,004
8,370

( 1 ,980)
35,732

$(3,838)

$(28,912)

The foreign deferred Incom e tax provision w as com prised of
the effects o f tim ing differences as follows:
Year Ended December 3 1,
Accelerated depreciation......................
U .K . Petroleum Revenue T a x ..........
Facility dismantlement and remov
al.....................................................................
LNG price dispute reserve..................
Intercompany transfer............................
All other items, net..................................

1986

1987

1988
$ 6,088
(1.763)

$(30,139)
5,658

$ (2,757)
(2,333)

(916)
(825)
(8,000)
876

(2,316)
3,278

11,18 8
(27,450)

$(4,540)

$(21,123)

(527)

2,396

$(21,879)

In connection w ith the 1985 sale of 50% ownership in the
Com pany, A llied and th e Com pany entered into a tax ag ree
m ent (the “T ax A greem ent”), which allocates certain tax liabil
ities, benefits and credits betw een Allied and the Com pany.
Under th e T ax A greem ent, th e Com pany is liable for its share
of the taxes included in A llied’s U .S . consolidated tax return for
the period from January 1 , 1985, to July 2 , 1985, and Allied is
liable for ail federal incom e taxes for all taxab le periods prior to
January 1 , 1985. T he Com pany w ill m ake a paym ent to Allied,
in consideration of A llied accepting such liability, of $ 5 .6 mil
lion in 1989 and $ 3 2 .5 m illion in 1990. A llied is also liable for
foreign and state incom e taxes of the Com pany for periods
ending prior to January 1 , 1985, in excess oil $ 1 3 million and
$ 1 0 .7 m illion, respectively, and for fed eral, state and foreign
incom e taxes th at m ay be im posed on th e Com pany as a
result of th e sale of ow nership.
T h e T a x R eform A ct of 1 9 8 6 expanded th e corporate
alternative m inim um tax (“A M T ”). U nder this Act, the Com 
pany’s tax liability is the greater of its regular tax o r the AM T.
To th e extent that th e Com pany’s A M T liability exceeds its
otherw ise determ ined tax liability, a portion of the A M T credit
m ay be applied against future tax liabilities. The Com pany
expects to utilize future A M T credits as dom estic taxable
incom e increases and current tim ing differences reverse. At
D ecem b er 3 1 , 1988, th e C om pany had A M T credits of $4 ,872 .
Because th e Com pany has a dom estic loss for tax purposes
and due to its corporate structure, certain dom estic losses
produce no current tax benefits. A t D ecem ber 31 , 1988, the
Com pany had net operating loss carryforw ards of $ 1 6 9 ,5 7 3
for financial reporting purposes and $ 1 4 9 ,3 0 0 for tax reporting
purposes which expire beginning in the ye ar 20 00 . At D ecem 
ber 3 1 ,1 9 8 8 , the Com pany had investm ent tax credit carryfor
w ards o f $ 1 1 ,5 8 5 which expire in the years beginning in 1995.

Credit Provision
ALPHA INDUSTRIES, INC. (MAR)
1988

1987

1986

(In thousands)
Income (loss) before income taxes
and minority interest................................

7,318
4,570

Provision (credit) for income taxes
(Note 8 ) ..............................................................
Minority interest in earnings of sub
sidiary ..................................................................

$ 27,686

Net income (loss)..............................................

$(4,745)

$(1,386)

$(3,391)

(1,785)

(568)

(2,515)

(243)
$(3,203)

—
$ (818)

—
$ (876)
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

No Provision

Note 1 (In Part): Summary o f Significant Accounting Poli
cies

GF CORPORATION (DEC)

Income Taxes: Income taxes are computed in accordance
with Accounting Principles Board Opinion No. 11. Deferred
income taxes are provided to reflect the tax effect of timing
differences between financial and tax reporting. They arise
prim arily from the differences between straight-line and
accelerated depreciation.
Tax credits are reflected on the flow-through method under
which income tax expense is reduced during the year that the
credit is utilized.
Note 8 (in Part): incom e Taxes

1986

1987

$(4,741,110)
0

$(3,593,725)

0

$693,594
319,000

(4,741,110)

(3,593,725)

374,594

Income (Loss) From Con
tinuing Operations.........

NOTES TO CO NSO LiDATED FIN AN C IAL STATE
MENTS
Note A (In Part): Signific a n t Accounting Policies

The provision (credit) fo r income taxes consisted of:
Year ended March 31,
1988

1987

1986

(In thousands)
Current income taxes
Federal..............................................
State.................................................
Foreign..............................................
Deferred income taxes related to;
Depreciation, net of recapture..........
Timing differences in the recognition
of losses......................................
Utilization of net operating loss........
Application of uniform inventory cap
italization rules for tax purposes ..
Other, net..............................................

1988
Income (loss) from con
tinuing operations before
income taxes.................
Income tax charge— Note H

$ (342)
85
(5)
439
264
(1,959)
(143)
(124)
$(1,785)

$(819)
61
190

$(3,458)
193
154

355

1,819

(420)

(1,184)

—

—

—

—

65
$(568)

(39)
$(2,515)

The provision for income taxes Is different from that which
would be obtained by applying the statutory Federal income
tax rate to income before income taxes. The items causing this
difference are as follows:

Income Taxes:
The Company provides for income taxes currently payable
and for deferred income taxes resulting from timing differ
ences, principally from accelerated depreciation, valuation
reserves, inventory capitalization and pension costs. Invest
ment tax credits are recorded by the flow-through method as a
reduction of the provision for income taxes when realized.
Note H— Income Taxes

At December 31, 1988 the Company had a net operating
loss carryforward of approximately $23,200,000 for federal
income tax purposes and approxim ately $14,900,000 for
financial reporting purposes. If not offset against taxable in
come, the tax basis net operating loss carryforward will expire
in the years 1998 through 2003.
Investm ent ta x cre d it carryforw ards of approxim ately
$800,000 are available to reduce future federal income taxes.
If not used these credits w ill expire between 1995 and 2000.
The $319,000 of deferred income tax expense in 1986
represents taxes that would have been incurred had the Com
pany not had available net operating loss carryfor wards.
There were no current income tax charges in 1 98 8,1987, or
1986.

Year ended March 31,
1988

1987

1986

THE RYMER COMPANY (OCT)

(In thousands)
Tax benefit at U.S. statutory rate.........
$(1,772)
$(638)
State income taxes, net of Federal be
nefit ........................................................
54 28
Investment and other tax credits, net of
recapture.................................................
—
174
Benefit of FSC non-taxable income.......
—
(148)
Retroactive impact of Tax Reform Act
of 1986...................................................
_
80
Other...........................................................
(67) (64)
$(1,785)

$(568)

1988

$(1,560)

1987

1986

(in thousands)
78
(1,024)
—
—
(9)

Earnings (loss) from continuing opera
tions before income taxes and ex
traordinary ite m ...............................
Charge equivalent to provision for in
come taxes.......................................
Earnings (loss) from continuing opera
tions before extraordinary ite m ........

$(9,382)

$ (893)
670

(9,382)

(1,563)

$4,988
3,300

1,688

$(2,515)

The per share effect of tax credits in the above table is $.02,
and $(.14) for the fiscal years ended March 31, 1987 and
1986, respectively. The Company has not adopted Financial
Accounting Standards Board Statement No. 96 in the current
year. Had the Company adopted this alternative method of
measuring income tax expense the impact would have been to
reduce deferred taxes and increase the Fiscal Year 1988 tax
benefit by approximately $550,000.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10. Income Taxes
In 1988, no provision for income taxes has been recorded
as a result of net excess tax over book deductions principally
arising from the Company’s election under internal Revenue
Code Section 338 relating to the RFI acquisition. These tax
benefits were not reflected in the original allocation of the RFI
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purchase price to the identifiable assets acquired. The 1987
and 1986 charge equivalents to provision for income taxes
from continuing operations were substantially offset to the
extent of the extraordinary item resulting from income tax
benefits of utilizing net operating loss carryfor wards. The ex
traordinary item tax benefit related to the operating loss carry
for ward for financial reporting purposes, which was fully util
ized at the end of 1987. The charge equivalents effective tax
rates for 1987 and 1986 differ from the statutory Federal rates
of 42% in 1987 and 46% in 1986 due principally to the effect of
nondeductible amortization of the excess investment over net
assets acquired ($2,252,000 and $1,778,000 for 1987 and
1986, respectively).
The Company’s Federal income tax returns are subject to
review by the Internal Revenue Service, the results of which
cannot be predicted with certainty. At Octobr 29, 1988, the
Company has an operating loss carryforward for tax reporting
purposes approximating $37,500,000 (expiring $7,800,000 in
1994; $9,400,000 in 1995; $2,500,000 in 1996; $1,600,000 in
1997; $ 1 2 ,7 0 0 ,0 0 0 in 1998; $700,000 in 2000; and
$2,800,000 in 2001) which is available to offset future Federal
taxable income. This tax reporting loss carryforward was pri
marily generated by the Company’s election under Internal
Revenue Code Section 338.
The Financial Acounting Standards Board has issued
Statement of Financial Accounting Standards (SFAS) 96,
“Accounting for Income Taxes,’’ which the Company has not
been required to adopt in 1988. SFAS 96 requires that de
ferred income taxes be recorded using the liability method and
restricts the conditions under which a deferred asset may be
recorded. The Company did not adopt this standard for 1988
and, accordingly, has not determined the impact of the stan
dard on the financial statements.

losses, investment credit and foreign tax credit carryforwards,
which may provide future tax benefits, expiring as follows:
Year of
Expiration
1 9 8 9 .................. ...........

1 9 9 0 .................. ............

Net

Investment

Foreign

Operating Loss

Tax Credit

Tax Credit

$

—

$

—

1 9 9 6 .................. ...........

-

$ 88,000

—

699,000

107,000

—

—

1 9 9 7 .................. ..................

17,043,000

317,000

—

1998 .................. ..................

1,525,000

135,000

—

1 9 9 9 .................. ..................
2 0 0 0 .................. ..................

9,591,000

228,000

—

2,146,000

332,000

—

2001 .................. ..................

1,583,000

177,000

—

2 0 0 2 .....................................

2,342,000
$1,296,000

$34,230,000

$787,000

CMI CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
8. Income Taxes

At December 3 1 , 1988, for financial reporting purposes, the
Company has a net operating loss carryforward of approx
imately $30,600,000. Due to temporary differences and the
utilization of certain capital loss carryforwards for tax pur
poses, the Company has available for Federal income tax
purposes operating loss carryforwards and unused invest
ment credits which may provide future tax benefits, expiring as
follows:
Operating
Year of
Expiration

Investment Tax

Loss
Carryforward

Credit
Carryforward

(In thousands)

OPERATING LOSS AND TAX CREDIT
CARRYFORWARDS
Paragraph 63 of APB Opinion No. 11 states that amounts
and expiration dates of operating loss and tax credit carryfor
wards should be disclosed. Expanded disclosure require
ments are set forth in paragraph 29 of Statement o f Financial
Accounting Standards No. 96 which, effective for fiscal years
beginning after December 1 5 , 1989, supersedes APB Opin
ion No. 11 as the authoritative pronouncement on accounting
for and reporting the effects of income taxes. (An FASB Status
Report dated August 7, 1989 states that the FASB intends
to delay the effective date of SFAS No. 96, as amended by
SFAS No. 100, for a minimum of nine months.) Examples of
operating loss and tax credit carryforward disclosures follow.

BIRD INCORPORATED (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
4 (In Part): Income Taxes

At December 3 1 ,1988, the Company had net operating loss
carryfor wards of approximately $36,188,000 for financial re
porting purposes. Due to tim ing differences, the Company has
available for federal income tax purposes unused operating

1996 .................................................
1997 ....................................................
1998 .................................................
1999 .................................................
2000 .................................................
2001 .................................................

$

—
350
24,550
7,880
—
190

$ 52
388
20
—
96
—

$32,970

$556

In addition, the Company has a percentage depletion car
ryover of approximately $1,900,000 which is available indefi
nitely to offset future taxable income and a research credit
carryforward of approxim ately $940,000 which expires in
2001 and 2002. Under the provisions of the Tax Reform Act of
1986, the investment tax credit carryforward has been re
duced by approximately $300,000.
The provision for income taxes in 1988 includes alternative
minimum tax of $171,000 due to a 90% limitation on the use of
operating loss carryforwards to offset alternative minimum
taxable income and state income taxes of $56,000. The Com
pany utilized capital loss carryforwards of approximately
$4,200,000 and operating loss carryfor wards of approximate
ly $7,500,000 to offset taxable income net of alternative mini
mum tax. In 1987, the Company utilized operating loss carry
forwards of $855,000 which is included as an extraordinary
item in the consolidated statements of operations and retained
earnings.
The Company’s effective income tax rate of 4% for 1988 is
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differe nt from th e F ederal sta tu to ry rate of 34 % due to the
differences in b a sis o f R a yG o ’s net asse ts sold in 1988 (34% )
and foreign su b sid ia ry’s losses (5% ) o ffset by the utilization of
operating and cap ital loss ca rryforw ards (66% ) and oth er
item s, net (3% ).
T he C o m p a n y’s e ffective incom e ta x rate o f 53 % fo r 1987 is
differe nt from th e F ederal sta tu to ry ap portioned rate of 40%
due to th e differe nce s in basis o f certain a sse ts p rincip ally of
R ayG o (17% ) and in clusio n o f state taxe s on incom e, net of
Federal in com e ta x be ne fit (3% ) offse t by the foreign su b sid 
ia ry’s n o ntaxa ble in com e (2% ) and oth e r item s, net (5% ).
A s discussed in N ote 1, th e C o m pa ny adopted S tatem e nt
No. 96 as of J a n u a ry 1 , 1988. T he C o m pa ny has determ ined
that the cu m u la tive e ffe ct o f this cha ng e in accounting for
incom e taxe s on ea rn in g s as o f Ja n u a ry 1, 1988 and fo r the
year ended D e ce m b e r 31, 1988 is in sign ifican t due to the
C o m pa ny’s a va ila ble o p era ting loss carryforw ards. T he fin a n 
cial statem e nts fo r 1987 and 1986 have not been restated to
apply th e pro visio ns o f S ta te m e n t No. 96.

CTS CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note H (In Part): Incom e Taxes
F or U.S. in co m e ta x p u rpo ses, net op e ra tin g loss and
general bu sine ss cre d it ca rryfo rw a rd s are ava ila ble as fo l
lows:
(in thousands)
General
Net

Business

Operating Loss

Tax Credit

Expires

Carryforward

Carryforward

1984 ......................................

1999

$ 3,300

1985 ......................................

2000

8,900

1986 ......................................
1987
............................

2001
2002

1,500

219

11,300

875

1988 ......................................

2003

For Year

$

5
1,512

191
$25,000

Investm ent cred its are d e ferred and am ortized ove r the
useful life of th e related assets. N o such am o un ts are included
in cum u lative de ferred in com e ta xe s at D ecem b er 31, 1988
and 1987.
T he cu m u la tive a m o u n t o f undistrib uted earnin gs of in te rna
tional sub sidiarie s fo r w h ich U.S. in com e taxe s have not been
provided w a s ap p ro xim a te ly $2 67 .4 at D e cem b er 31, 1988.
A t D e cem b er 31, 1988, th e C o m p a n y had unused U.S.
federal net o p era ting loss ca rryfo rw a rd s of $4 49 .0 to o ffset
future taxa ble incom e. A t th a t date th e C o m pa ny also had
$378.0 ava ila ble as d e d u ctio n s ag a in st future taxa ble incom e,
w hich rep rese nts te m p o ra ry differe nce s betw een earnin gs as
reported in th e fina ncia l sta te m e n ts and ea rnin gs fo r incom e
ta x purposes. T h e loss carryfo rw a rd s expire in the years
1 9 9 7 -2 0 0 3 .
A t D ecem b er 31, 1988, th e C o m p a n y had an A ltern ative
M inim um T a x (A M T) loss c a rry fo r ward o f $4 02.0 available to
offset 90 pe rcen t of fu tu re A M T incom e in an y ye a r w h en the
A M T is g re a te r tha n th e re g ula r fed eral incom e tax. In such a
year, a m in im um ta x w ill be incurred on the rem aining ten
percent of A M T incom e. T h e A M T loss carryforw ard exp ires in
the ye a rs 2 0 0 0 -2 0 0 3 .
T he C o m pa ny also has a va ila ble cre d it ca rryforw ards of
$59.6 including fo reign ta x cred its of $18.9 expiring in 1991
and 1992, in vestm en t ta x cre d its o f $1 5.4 expiring in 1997
through 2001, and o th e r g e ne ral bu sine ss cred its of $1 1.6 and
research and d e ve lo p m e n t cre d its of $1 3.7 expiring in 1998
through 2001.
A s discussed in note A., th e C o m p a n y adop te d FAS No. 96
as of Ja n u a ry 1 , 1988. T h e cu m u la tive effect of this cha ng e in
accounting fo r in com e ta xe s at Ja n u a ry 1, 1988, decreased
net incom e by $ .4 and is rep orted in th e provision fo r incom e
taxe s in th e con solida te d s ta te m e n t o f op era tio n s fo r th e yea r
ended D e cem b er 3 1 , 1988. W ith o u t regard to the $.4 c u m u la 
tive effect, th e a d op tion o f FA S No. 96 did not have a m aterial
effect on th e 1988 provision fo r in com e taxes.

UNITED STATES SURGICAL CORPORATION
(DEC)

$2,802

For financial s ta te m e n t purposes, the C o m pa ny has not
recognized p re -ta x fu tu re d e du ctible te m p o ra ry d iffere nce s of
$9,000,000. T h e se te m p o ra ry differe nce s con sist prim arily of
certain n o nd ed uctible accru als, de pre ciatio n d iffere nce s and
the un rem itted ea rn in g s of certain foreign subsidiaries. F inan
cial reporting op e ra tin g loss ca rryforw ards of ap pro xim ately
$6,900 ,0 00 w ill exp ire in 2004. T he rem aining $ 2 ,100 ,0 00 will
expire be tw ee n th e ye a rs 20 0 9 and 2030.

CONTROL DATA CORPORATION (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
(M illions o f D ollars)
C (In Part): Incom e Taxes
T he co m p o n e n ts o f th e pro visio n (credit) fo r incom e taxe s
are included in th e acco m p a n yin g table. Incom e taxe s by
ge og raph ic seg m en t, ba sed on origin o f earnings, are pre
sented to assist in co m p a riso n s w ith inform ation presented in
note E, S eg m en t Data.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note D (In Part): Incom e Taxes
In 1986, th e C o m p a n y reco gn ized fo r financial reporting
purposes an e xtra o rd in a ry ta x be ne fit o f $ 3 ,239 ,0 00 o r $.26
per sha re from th e utilization of th e rem aining balance of net
operating loss ca rryfo rw a rd s. T h e C o m pa ny has fo r financial
reporting p u rpo ses a cap ital loss carryforw ard of $3 ,326 ,0 00
w hich is a va ila ble fo r o ffse t ag a in st future capital gains, if any.
T he C o m p a n y has ava ila b le fo r incom e ta x return purposes
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statements of operations as follows:

the following capital loss and tax credit carryforwards:
Investment
In thousands
Year Scheduled to Expire:
1990 ............................................... ...
1 9 9 5 ...............................................

Capital
Loss

Tax

Research
and Other

Credits

Credits

Years ended October 31,
1988

1986

1987
(In thousands)

Total provision—
$3,326
$

1 9 9 6 ...............................................
1997 ...............................................

399
1,420

$

1 9 9 9 ...............................................
2000 ...............................................
2001 ...............................................

185
115
317
533
683
801

$6,740

—

48

2 0 0 2 ...............................................
2003 ...............................................
$3,326

$16,004

Continuing operations..................
Discontinued operations.............

77

1,381
1,048
1,026
939
527

1998 ...............................................

22

Components o f the provision—
Federal...........................................
Foreign...........................................
State ...............................................
Investment tax credit (flowthrough m e th o d ).....................

3,896

14,394

(10,531)

$16,004

$27,078 $ (6,635)

$11,792
1,972

$22,215 $(11,550)
1,838
1,329
3,232
3,534

2,240

(155)

—

—

$2,781

$12,684 $

$16,004

$27,078 $ (6,635)

$16,375

$25,455 $ (7,192)
557
1,623

Classification of the provision—

Repeal of the investm ent tax credit retroactive to the begin
ning of 1986 resulted in a tax adjustment which reduced
income before extraordinary item by $.10 per share and had
the effect of increasing the utilization in 1986 of net operating
loss carryforwards that otherwise would have been available
in 1987, increasing the extraordinary tax benefit in 1986 by
$.10 per share.

TAXES ON UNDISTRIBUTED EARNINGS
APB Opinion No. 23 stipulates that income taxes should be
accrued for undistributed earnings of subsidiaries and corpo
rate joint ventures included in consolidated earnings and that
such accruals should be accounted for as timing differences. If
there is evidence that the undistributed earnings of a subsid
iary or corporate joint venture will not be transferred to the
investor, income taxes should not be accrued, but disclosures
should be made as to the reasons for not accruing taxes
(earnings will be reinvested or remitted in the form of a tax-free
liquidation) and as to the cumulative amount of undistributed
earnings. Additional disclosure requirements are set forth in
paragraph 25 of Statem ent o f Financial Accounting Stan
dards No. 96 if taxes are not accrued on undistributed earn
ings in accordance with APB Opinion No. 23. W ith regard to
the undistributed earnings of minority-owned investees in
cluded in consolidated earnings, income taxes should be
accrued and treated as a timing difference.

Table 3-15 shows the extent to which the survey companies
accrued taxes on undistributed earnings.

Taxes Accrued On All Undistributed Earnings

C urrent...........................................

(371)

Deferred..........................................

$27,078 $ (6,635)

$16,004

The “ Components of the provision— Foreign” represents
foreign income taxes on earnings of foreign operations. W hit
taker accrues Unites States income taxes on earnings of
foreign subsidiaries where the foreign income tax rates are
lower than United States rates.
Domestic income (loss) of $34,907,000, $60,566,000 and
$(15,001,000) for 1988, 1987 and 1986 respectively, is in
cluded in income before taxes.
The provision for deferred income taxes results from differ
ences in the timing of the recognition of expense and income
items for tax and financial statement purposes and is compris
ed of the following:
1988

1987

1986

(In thousands)
Depreciation.............................................

$(8,156)

$(5,916)

Warranty and other accrued liabilities.
Inventory and other a s s e ts ..................

3,447
2,729

3,689
2,708

(1,946)
(3,423)

Unremitted earnings of subsidiaries...
Other item s..............................................

760
849

1,160
(18)

1,880
454

$

(371)

$ 1,623

$3,592

$

557

The tax provisions for 1988, 1987 and 1986 are different

TABLE 3-15: TAXES ON UNDISTRIBUTED
EARNINGS

WHITTAKER CORPORATION (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 7. Income Taxes
Income tax expense (benefit) is included in the consolidated

1988

1987

1986

1985

31

35

28

25

100

103

116

128

195

203

196

217

274

259

260

230

600

600

600

600

Taxes accrued on all undistri
buted e a rn in g s...................
Taxes accrued on a portion
of undistributed earnings..
Taxes not accrued on undis
tributed earnings................
No mention of undistributed
earnings...............................
Total C om panies...............
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from amounts computed by applying the U.S. statutory rate to
income before provision for taxes. T he reasons for these
differences are as follows:
1988

1986

1987
(In thousands)

Expected tax provision................................
State taxes, net of Federal income
tax benefit........................................................
Dividend exclusion..........................................
Investment tax credit....................................
Capital loss utilized........................................
Capital gain rate benefit..............................
Translation gain not includable for
tax purposes..................................................
Difference between U .S . and Foreign
rates...................................................................
Losses of subsidiaries not tax bene
fited .....................................................................
Adjustments due to Federal income
tax rate changes........................................
Basis difference in stock of discon
tinued operations......................................
Other items............................................................

$13,283

$26,7541

$(5,327)

1,4 78

2,050

(2,627)

1,745
(262)
(155)
(7,735)
(1,608)

(5,002)

____

Actual tax provision........................................

$16,004

—

—

—

—

—

—

—

581

(5)

481
432

_

400

4,783

262

1,460
(332)
$27,078

5,907
(113)
$(6,635)

to be permanently reinvested in the subsidiary. At November
3 0 , 1988, a deferred tax liability w as recorded for these undis
tributed earnings as a result of M anagem ent’s intention to
terminate the D IS C election during the year ending November
3 0 , 1989. At Novem ber 3 0 , 1988, other temporary differences
that gave rise to the deferred tax liability principally related to
depreciation and leases.

Taxes Accrued On Portion Of Undistributed
Earnings
LONE STAR INDUSTRIES, INC. (DEC)
STA TEM EN T O F S IG N IF IC A N T A C C O U N T IN G P O L I
CIES
Income Taxes— Deferred income taxes are provided for the
temporary differences between the financial reporting basis
and the tax basis of the com pany’s assets and liabilities.
Provision is m ade for appropriate taxes on the unremitted
earnings of joint ventures and foreign subsidiaries which are
not considered to be permanently reinvested or restricted.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
24 (In Part): Incom e Taxes

SPECTRUM CONTROL, INC. (NOV)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
8 (In Part): Incom e Taxes
For the year ended Novem ber 3 0 , 1988, loss before income
taxes w as $ 4 ,5 0 8 ,0 0 0 for the C om pany’s U.S. operations and
$ 1 4 2 ,0 0 0 for the foreign operations. For the year ended
November 3 0 , 1987, income (loss) before income taxes was
$ 1 ,2 4 7 ,0 0 0 fo r th e C o m p a n y ’s U .S . o p e ra tio n s an d
$ (1 ,1 69 ,0 00 ) for the foreign operations.
T he difference betw een the provision for income taxes and
the amount computed by applying the federal income tax rate
in effect for the years ended Novem ber 3 0 consists of the
following:

statutory federal income
t a x .................................................
State income taxes, net of
federal income tax effect
Effect of capital gains rate..
Loss of foreign subsidiary..
Net income of DISC sub
s id ia r y .....................................
Undistributed earnings of
DISC subsidiary....................
Dividends received deduc
tions..............................................
Research tax credits................
Other....................................................
Income taxes..........................

1988

1987

1986

$(1,581,000)

$ 32,000

$2,230,700

143,000
—

48,000
—
443,000
(68,000)
(215,000)
189,087
$(1,040,913)

—
—

479,000
(167,000)
—

(84,000)
(211,000)
(4,000)
$ 45,000

171,300
(204,000)
—

(169,600)
—

(346,000)
(45,600)
(106,274)
$1,530,526

Prior to Novem ber 3 0 , 1988, a provision for income taxes on
$1 ,304 ,0 00 of undistributed earnings of the D IS C subsidiary
had not been m ade because these earnings w ere considered

Effective January 1 , 1987, the company adopted the liability
method of accounting for income taxes pursuant to Statem ent
of Financial Accounting Standards No. 96, “Accounting for
Income T axes.” As a result of adoption, the company re
corded a cumulative effect of a change in accounting principle
of $9 ,900 ,0 00 in 1987. Financial statem ents presented for
years prior to 1987 reflect income taxes calculated under the
previously required deferred method.
Provision for income taxes consists of the following (in
thousands):

Federal:
Current......................................
Deferred:
Investment and energy tax
credits..............................
Excess of tax over book de
preciation .........................
Asset dispositions.................
Sale of tax benefits, net........
Net operating loss carryfor
ward .................................
Minimum tax.........................
Other, net.............................
Total Federal..................................

1988

1987

1986

236

$ 7,838

$12,212

—

6,048

36,173

5,097
19,483
(1,700)

4,165
(7,749)
(1,360)

15,980
(11,148)
(1,978)

(14,449)
—
839

—
—
(2,064)

2,376
(4,815)
809

9,506

6,878

49,609

1,079

1,138

5,160

$

Foreign:
Current......................................
Deferred tax on unremitted fore
ign earnings..........................

1,186

88

431

Total Foreign..................................

2,265

1,226

5,591

2,794
(898)

6,053
2,947

State and Local:
Current......................................
Deferred....................................
Total State and Local.....................

869
(740)
129

1,896

9,000

$11,900

$10,000

$64,200
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The company has not provided for foreign withholding or
deferred U.S. taxes on its share of its Brazilian joint venture’s
unremitted earnings that is considered permanently invested.
These cumulative unremitted earnings are $45,547,000 and
withholding at current rates would total $11,387,000. Also, the
company has not provided for foreign withholding or deferred
U.S. taxes on approximately $60,000,000 in unremitted earn
ings of its Argentine subsidiary. At current rates the withhold
ing tax would total $10,500,000. The determination of the
amount of unrecognized deferred U.S. taxes on these unre
mitted earnings is not practicable.

STANHOME INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Accounting policies:

The Company accrues appropriate U.S. and foreign income
taxes on earnings of subsidiary companies which are intended
to be remitted to the parent company in the near future. The
cumulative amount of unremitted earnings of subsidiaries
which has been, or is intended to be, permanently reinvested,
aggregated approxim ately $23,987,000 at December 31,
1988. Had such reinvested unremitted earnings been distrib
uted during 1988, applicable income taxes would have
amounted to approximately $5,420,000 representing primarily
taxes which would be withheld by foreign countries.
7 (In Part): Income taxes (in thousands):
The domestic and foreign components of income before
income taxes are as follows:

Domestic....................... ..................
Foreign........................... ..................

The provision for income taxes consists of the following:

Currently payable:
United States Federal................
United States State....................
Foreign......................................
Deferred;
United States
Federal—
Inventory valuation allo
wance ..........................
Distribution of foreign
earnings.......................
Deferred compensation....
Retirement insurance........
Returns and allowances ...
Accelerated depreciation...
Other items, n e t..............

1988

1987

1986

$10,135
3,050
17,186

$13,088
2,783
14,201

$11,526
2,216
10,612

30,371

30,072

24,354

138

(713)

(71)

1,272
(193)
(62)

464
(368)
(241)
(105)
32
30
(901)

386
(422)
(239)
(142)
127
(8)
(369)

(11)

(147)

_

(43)
(14)
(5)
(73)

165
(40)
(31)
(53)

52
(39)
(15)

142
(572)

852
(245)

940
(23)
917

68
217
(149)
1,291

State—
Inventory valuation allo
wance ..........................
Distribution of foreign
earnings.......................
Retirement insurance........
Returns and allowances ...
Foreign
Accelerated depreciation.......
Other items, net....................

1988

1987

1986

(430)

607

$36,064
35,735

$34,125
28,311

$28,757
21,791

788

(347)

$71,799

$62,436

$50,548

$31,159

$29,725

(2)

546
$24,900

No Accrual For Taxes
ASARCO INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f Significant Accounting Policies

Taxes on Income: Deferred income taxes are recorded to
reflect the tax consequences on future years of differences
between the tax bases of assets and liabilities and their finan
cial reporting amounts at each year-end. However, because
the Company intends to indefinitely reinvest the undistributed
earnings of its foreign subsidiaries, a deferred income tax
liability for additional U.S. federal income taxes that would
result from the distribution of such earnings, if they were
actually repatriated, has not been recorded.
The Company elected to adopt the liability method of
accounting for income taxes pursuant to Financial Accounting
Standards Board Statement of Financial Accounting Stan
dards No. 96 (Statement 96), Accounting for Income Taxes
(issued December 1987) in 1988. Although Statement 96 is
effective for annual financial statements for fiscal years begin
ning after December 1 5 ,1989, earlier application is permitted.
The Company previously used the deferred method.
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General Business credits are accounted for by the flowthrough method.
2. Income Taxes
(Dollars in Millions, Except Per Share Amounts)
As discussed in Note 1, the Company adopted Statement
96 in 1988 and has elected to apply the provisions of State
ment 96 retroactively to January 1, 1983. Accordingly, the
beginning balance of retained earnings as of January 1 , 1986,
has been restated to reflect an increase of $15.4 million to
$453.8 million. In addition, the financial statements for the
years ended December 1987 and 1986 and the unaudited
quarterly statements presented in Note 15 for 1988 and 1987
have been restated to comply with the provisions of Statement
96.
The following summarizes the impact of applying Statement
96 on net income and earnings per share for the following
years:
1987

1986

Earnings (loss) as previously reported.......................... $279.3 $ 9.1
Effect of Statement 9 6 ................................................... (22.7) (46.3)
As restated............................................................... $256.6

$(37.2)

Earnings (loss) per common share as previously re
ported ....................................................................... $ 7.34 $(0.46)
Effect of Statement 9 6 ...................................................
(.64) (1.64)
As restated................................................................ $ 6.70

$(2.10)

Adoption of Statement 96 reduced fully diluted earnings per
share from $6.61 to $6.05 in 1987.

Deferred income taxes are recognized for the future tax
consequences of tem porary differences between the financial
statement carrying amounts and the tax bases of assets and
liabilities. The ty p e s of temporary differences that give rise to
significant portions of the deferred tax liability and the effect on
deferred tax expense of changes in those temporary differ
ences are presented below:

Depreciable assets......................................
Depletable mineral land..............................
Undistributed earnings in equity companies
Reserves for closed operations..................
Investment tax credits.................................
Foreign tax credits......................................
Pensions.....................................................
Current utilization of net operating loss
(NOL) carryforward.................................
Loss of NOL carryforward due to tax rate
change....................................................
Other..........................................................
Total......................................................

1988

1987

1986

$2.4
(0.3)
0.4
5.0
3.7
(2.0)
(0.4)

$(1.4)
2.0
(51.9)
6.5
(3.7)
(3.9)
(5.4)

$(28.0)
(14.6)
(45.5)
19.6
56.1
39.0
7.0

—

87.8

—

—

12.2
2.6

—

0.1
$8.9

(0.3)
$29.7

withholding taxes that would be payable upon the remittance
of assets that represent those earnings would be approx
imately $3.1 million in 1988 ($2.8 million in 1987).

AMERICAN MEDICAL INTERNATIONAL, INC.
(AUG)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Summary o f Significant Accounting Policies (in Part)

Income Taxes
Effective September 1, 1987, the Company adopted the
Financial Accounting Standards Board’s (FASB) Statement
No. 96, which requires an asset and liability approach to
financial accounting for income taxes. Under the provisions of
FASB No. 96, current and deferred tax assets and liabilities
are determined based on tax rates and laws enacted as of the
balance sheet date rather than the historical tax rates. The
cumulative effect to August 3 1 , 1987 of adoption of the state
ment resulted in a gain of $50,700,000 or $.59 per share for
the year ended August 31, 1988. Prior-year financial state
ments have not been restated.
As of August 3 1 , 1988, the Company had unremitted earn
ings of foreign subsidiaries of $105,900,000 for which a defer
red tax liability has not been recognized. The unrecognized
deferred tax liabilities attributed to these unremitted foreign
earnings is $13,400,000. It is the Company’s intention to
continue to permanently reinvest such foreign earnings. The
only events that would otherwise cause such earnings to be
taxable would be the distribution of dividends from or the
disposition of the foreign subsidiaries.
Investm ent tax credits are recognized on the deferral
method and are amortized as reductions of income tax ex
pense using the sum-of-the-years digits method over the use
ful lives of the property which gave rise to such credits. At
August 31, 1988, approximately $10,800,000 of investment
tax credits were deferred and available to reduce income tax
expense for financial reporting purposes.
Certain of the Company’s subsidiaries reported income on
the cash basis for tax purposes through August 3 1 , 1987. For
financial statem ent purposes, the accounts of such sub
sidiaries are included on the accrual basis and an appropriate
deferred tax provision is recorded. Under the provisions of the
Tax Reform Act of 1986, the cash basis of accounting has
been repealed and the difference between the accrual basis
and the cash basis as of August 3 1 , 1987 is to be recognized
for tax purposes over ten years. Accordingly, the current year
amortization of the cash basis deferred tax liability is reflected
as a current liability.

THE BLACK & DECKER CORPORATION (SEP)

$48.4

U.S. d e ferred in co m e ta xe s have not been recognized on

approximately $184.6 million in 1988 ($183.1 million in 1987)
of undistributed earnings of foreign subsidiaries and noncon
solidated associated companies more than 50% owned, be
cause assets representing those earnings are permanently
invested. It is not practicable to determine the amount of
income taxes that would be payable upon the remittance of
assets that represent those earnings. The amount of foreign

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Thousands of Dollars)
Note 1 (In Part): Summary o f Accounting Policies

INCOME TAXES: United States income taxes have not
been provided on unremitted earnings of subsidiaries located
outside the United States as such earnings are considered to
be permanently reinvested.
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Note 9 (In Part): Income Taxes (Benefits)

The Corporation adopted Statement of Financial Account
ing Standards (SFAS) No. 96, “ Accounting fo r Income
Taxes,” at the beginning of fiscal 1988. The initial adoption
and current year net earnings effects were immaterial princi
pally due to the Corporation’s net operating loss carryforward
position. During fiscal 1988, tax benefits of approximately
$18,000 ($.31 per share) were recorded as a result of utilizing
net operating loss carryforwards. Under the provisions of
SFAS No. 96, these tax benefits are included as a reduction of
income tax expense rather than as an extraordinary item. The
disclosures for 1988 are calculated and reported under the
liability method as defined by SFAS No. 96. The 1987 and
1986 disclosures are calculated and reported using the pre
vious method. Under the liability method, the deferred tax
liability is determined based on the differences between the
financial and tax bases of assets and liabilities as of the
balance sheet date m ultiplied by the tax rate in effect at the
time the differences reverse. The principal types of differences
between financial and tax bases assets and liabilities are
accelerated depreciation, 1985 restructuring reserve spend
ing, spending for various accrued items and deferred interest
expense.

Net operating losses of approximately $258,000 will be
carried forward to offset future financial statement taxable
income and will expire from 1989 to 2017. Tax basis carryfor
wards at September 25, 1988, consisted of net operating
losses of approximately $223,600 expiring from 1989 to 2002
and other tax credits of $15,100 expiring from 1989 to 2002.
At September 2 5 , 1988, unremitted earnings of subsidiaries
outside the United States were $476,800 (at current balance
sheet exchange rates) on which no United States taxes have
been provided. If such earnings were to be remitted without
offsetting tax credits in the United States, withholding taxes
would be $99,800. The Corporation’s intention, however, is to
permanently reinvest these earnings or to repatriate such
earnings only when tax effective to do so.

FRUEHAUF CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 5 (In Part): Incom e Taxes
Income and rem ittance taxes have not been recorded on
$50 million of undistributed earnings of subsidiaries, either
because any taxes on dividends would be offset substantially
by foreign tax credits or because the Corporation intends to
indefinitely reinvest those earnings. Income and remittance
taxes on these earnings would be approximately $8 million at
December 31, 1988.

THE BFGOODRICH COMPANY (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in m illions, except per share amounts)
Note A (In Part): Significant Accounting Policies

Income Taxes: Effective January 1, 1988, the Company
adopted Statement of Financial Accounting Standards No.
96— “ Accounting for income Taxes” (SFAS No. 96). The new

standard requires, among other things, a change from the
deferred to the liability method of computing deferred income
taxes. As a result of the adoption of SFAS No. 96, the tax
benefit of net operating loss carryforwards utilized in 1988 is
included in the Consolidated Statement of Income as a reduc
tion of income taxes rather than as an extraordinary item,
which had the effect of increasing income from continuing
operations by $43.2, or $1.72 per share, but not increasing net
income. As permitted by SFAS No. 96, consolidated financial
statements of prior years have not been restated. The cumula
tive effect of this change in accounting to January 1 , 1988 is
$2.7, or $.11 per share.
Since it is BFGoodrich’s intention to reinvest the undistrib
uted earnings of its foreign subsidiaries, no provision is made
for federal income taxes on these earnings. At December 31,
1988, the cumulative amount of undistributed earnings of
foreign subsidiaries on which BFGoodrich has not provided
deferred federal income taxes was $257.4. It is not practical to
determine the amounts of the deferred income tax liabilities
that would result had such earnings been actually repatriated.
On repatriation, certain foreign countries impose withholding
taxes. The amount of withholding tax that would be payable on
remittance of the entire amount of undistributed earnings
would approximate $25.8.
Investment tax credits are accounted for by the flow-through
method.

A.O. SMITH CORPORATION (DEC)
NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
11 (In Part): Incom e Taxes

No provision for federal income taxes of foreign subsidiaries
has been made as such earnings are considered to be per
manently invested. At December 31, 1988, the amount of
unrecognized deferred tax liability for the undistributed earn
ings of $2.5 million amounted to $.3 million. Taxes have been
provided on the earnings of foreign affiliates except that no
provision for federal income taxes has been made on the
portion of undistributed earnings of the foreign affiliates attrib
utable to recognized translation gains since the affiliates do
not have the capability to rem it such gains in the foreseeable
future and such gains are considered permanently invested.
At December 3 1 , 1988, the amount of the unrecognized de
ferred tax liability for the translation gains of $14.8 million
amounted to $7.4 million.

THE FLUOROCARBON COMPANY (JAN)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
3 (In Part): Income Taxes
Applicable U.S. income and foreign withholding taxes have
not been provided on undistributed earnings of certain foreign
subsidiaries and affiliates aggregating $5,100,000 at Febru
ary 4 , 1989. These earnings are considered to be permanently
invested in the businesses and, under the tax laws, are not
subject to such taxes until distributed as dividends. If the
earnings were not considered permanently invested, approx
imately $700,000 of deferred income taxes, consisting pri
marily of foreign withholding taxes, would have been provided.
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Such taxes, if ultimately paid, may be recoverable as foreign
tax credits in the U.S.

TABLE 3-16: METHOD OF ACCOUNTING FOR
LONG-TERM CONTRACTS
Number of Companies

LONG-TERM CONTRACTS
Accounting and disclosure requirements for long term con
tracts are discussed in ARB No. 45, Chapter 11 of ARB No. 43
and AICPA Statem ent o f Position 81-1.
Table 3-16 shows that usually the percentage of comple
tion method or a m odification of this method, the units-ofdelivery method, is used to recognize revenue on long-term
co n tra cts. T w e n ty-th re e com panies used both of the
aforementioned methods. Examples of disclosures for long
term contracts follow.

ADDSCO INDUSTRIES, INC. (JUN)
NOTES TO CO NSO LIDATED FiN A N C iA L STATE
MENTS
Summary o f S ignificant Accounting Policies (in Part)

Revenues and cost recognition
Revenues from contracts are recognized on the completedcontract method. The typical new construction contract is
completed in approximately eighteen months and the typical
repair and reconditioning contract is completed in approx
imately three months. The completed-contract method was
selected because the inherent hazards relating to contract
conditions may cause forecasts to be doubtful. A contract is
considered com plete when all costs, except insignificant
items, have been incurred and the ship, barge, or vessel under
construction or being repaired is operating according to speci
fications or has been accepted by the customer.
Contract costs include all direct material and labor costs and
those indirect costs related to contract performance, such as
indirect labor, supplies, tools, repairs and depreciation costs.
General and adm inistrative costs are charged to expense as
incurred. Provisions for estimated losses on uncompleted
contracts are made in the period in which such losses are
determined.
Costs in excess of amounts billed are classified as current
assets under costs in excess of billings on uncompleted con
tracts.

THE AMERICAN SHIP BUILDING COMPANY (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Company Operations and Summary o f S ignifi
cant Accounting Policies:

Accounting for Construction Contracts
Revenues, costs, and profits applicable to construction and
conversion contracts are included in the consolidated state
ments of operations using the labor percentage of completion
accounting method. Contract losses are recognized in full in
the year the losses are identified. The completed contract
method of accounting was used for income tax reporting in the
years this method was allowed.
The performance of contracts may extend over several

Percentage-of-completion.....
Units-of-delivery...................
Completed contract..............
Not determinable..................

1988

1987

1986

1985

86
37
8
3

89
35
6
2

90
36
9
4

92
26
9
3

years and, in the interim periods, estimates of total contract
costs and profits are used for reporting the results of the
Company’s operations. Revisions in the estimates required by
subsequent performance and final contract settlem ents are
included as adjustments to the results of operations in the
periods such revisions and settlem ents occur.
5.
Contracts Com pleted and in Progress, Deferred Project
Costs and Inventories:
Contracts Completed and in Progress
Following are the components of contracts completed and
in progress as reported in the Company's consolidated bal
ance sheets.
(Amounts in Thousands)
September 30

1988

1987

$49,972
869
(38,104)

$6,187
249
(4,311)

12,737

2,125

10,563
1,338
(7,601)

5,333
299
(4,557)

Net completed contracts..........................

4,300

1,075

Total contracts completed and in prog
ress.....................................................

$17,037

$3,200

Contracts in Progress:
Production costs incurred...........................
Estimated profit recognized..........................
Less progress billings applied......................
Net contracts in progress.......................
Completed Contracts:
Production costs incurred...........................
Estimated profit recognized..........................
Less progress billings applied......................

Costs used in the calculation of unbilled ship construction
and cost of revenues have been stated at the acquisition cost
of direct purchases of m aterials and labor; cost of materials,
parts and supplies transferred from inventories to contracts in
progress; and applicable production overhead costs.
Completed contracts are those in which the production
process is completed but final billing has not yet occurred
under the term s of the contract. In all such contracts, final
billing is allowable within ninety days of contract completion.
In fiscal 1986, the Company completed the T-5 Tanker
construction contract. During the construction period, certain
costs were accrued and profits were recognized based upon
estimates. With the completion of this contract, and as a result
of achieved efficiencies during the construction, a portion of
the estimated costs were not incurred. During fiscal 1986, $2.3
million of such costs which had been accrued in prior periods
were credited to income. Costs totalling $5.4 million which
were anticipated to be incurred in fiscal 1986 were not incurred

Long-Term Contracts

and this amount is also included in the fiscal 1986 consoli
dated statements of income.
Deferred Project Costs
Deferred project costs at Septem ber3 0 , 1988 and 1987 are
primarily design and engineering costs incurred on the Com
pany’s anticipated contract to construct cruise ships for use in
the Hawaiian islands cruise market. When a definitive con
truction contract is obtained, these costs will be transferred to
contracts in progress. The Company expects that the con
struction contract w ill be obtained and the deferred project
costs will be realized during the cruise ships’ construction
period.

mented between engineering and construction efforts and,
accordingly, gross margin related to each activity is recog
nized as those separate services are rendered. Changes to
total estimated contract costs or hours and losses, if any, are
recognized in the period they are determined. Revenues rec
ognized in excess of amounts billed are classified as current
assets under contract work in progress. It is anticipated that
the incurred costs associated with contract work in progress at
October 31, 1988, w ill be billed and collected in 1989.
Amounts received from clients in excess of revenues recog
nized to date are classified as current liabilities under advance
billings on contracts.

HARNISCHFEGER INDUSTRIES, INC. (OCT)

Inventories
Inventories are stated at the lower of cost (first-in, first-out)
or market and consist of the following:
(Amounts in Thousands)
September 30
Raw materials.....
Work in progress.
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.......

1988

1987

$3,012
194

$2,238
233

$3,206

$2,471

BLOUNT. INC. (FEB)
NOTES TO FINANCIAL STATEMENTS
Construction Contracts:
Revenue and profits on long-term construction contracts
are recognized by the percentage of completion method
based on costs incurred as a percentage of estimated total
costs of individual contracts. Estimated total costs include
provisions for those expenditures which may arise from claims
by owners and subcontractors. Anticipated losses are recog
nized when they become known. Revisions in estimated prof
its are made in the month in which the circumstances requiring
the revision become known. Estimated profits include income
on all contractually agreed-upon work, even though the value
of the work may be subject to negotiation. Income from non
contractual claims against owners and others and proceeds
from negotiated settlem ents are recognized when realization
is probable and the amount can be reliably estimated. Precon
tract costs are deferred on major projects where it is probable
the contracts will be obtained and the estimated profits will be
sufficient to permit their recovery. Construction contract costs
paid directly by the owner, which costs may be significant and
vary substantially among contracts, are excluded from re
venue and costs.

FLUOR CORPORATION (OCT)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
M ajor Accounting Policies (In Part)

Engineering and Construction Contracts
The company recognizes engineering and construction
contract revenues using the percentage-of-com pletion
method, prim arily based on contract costs incurred to date
compared with total estimated contract costs, and using hours
Incurred to date compared with total estimated hours for the
construction of certain power plants. Contracts are seg

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Significant Accounting Policies

Revenue Recognition— Revenues for long-term contracts
are generally recorded using the percentage-of-completion
method for financial reporting purposes and the completed
contract method to the extent allowed for income tax pur
poses. Such contracts generally include contracts for paper
making machinery, integrated m aterial handling systems,
mining equipment, custom engineered cranes and systems
engineering. Revenues on cost-plus-fee contracts are recog
nized to the extent of costs incurred plus a proportionate
amount of fees earned. Sales of other products and services
are recorded as products are shipped or services are ren
dered.

KEVLIN MICROWAVE CORPORATION (MAY)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies
REVENUE RECOGNITION. For financial statement pur
poses, revenues and profits are recorded using the percent
age-of-completion method for certain contracts based on the
product type, contract size and duration of tim e to completion.
The percentage of completion is determined by relating the
actual cost of work performed to date to the current estimated
total cost of the respective contracts. Revenues and profits on
all other contracts are recorded as shipments are made. If
estimated total costs on any of these contracts indicate a loss,
the entire amount of the estimated loss is recognized im
mediately.

Costs and estimated earnings in excess of billings on un
completed contracts comprise amounts of revenue recog
nized on contracts for which billings have not been rendered.
In accordance with industry practice, the Company includes in
current assets and liabilities amounts realizable and payable
under long-term contracts.
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SUNDSTRAND CORPORATION (DEC)

MCDERMOTT INTERNATIONAL, INC. (MAR)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Contracts and Revenue Recognition
Contract revenues and related costs are principally recog
nized on a percentage of completion method for individual
contracts or components thereof based upon work performed
or the ratio of costs incurred to total estimated costs, as
applicable to the product or activity involved. Revenues and
related costs so recorded, plus accumulated contract cost that
exceeds amounts invoiced to customers under the terms of
the contract are included in contracts in progress. Billings that
exceed accumulated contract costs and revenues and costs
recognized under percentage of completion are included in
advance billings. Most long-term contracts have provisions for
progress payments. Contract price and cost estimates are
reviewed periodically as the work progresses and adjust
ments proportionate to the percentage of completion are re
flected in income in the period when such estimates are re
vised. There are no unbilled revenues which will not be billed.
Provisions are made currently for all known or anticipated
losses. Claims for extra work or changes in scope of work are
included in contract revenues when collection is probable.
International and certain of its subsidiaries keep books and file
tax returns on the completed contract method of accounting.
1988

1987

(In thousands)
Included in Contracts in Progress are;
Costs incurred less cost of revenue recog
nized ..........................................................
Revenues recognized less billings to custom
ers..............................................................

$114,757
164,118

125,304

Contracts in Progress......................................

$278,875

$288,021

Included in Advance Billings on Contracts are:
Billings to customers less revenues recog
nized ..........................................................
Cost of revenues recognized less costs incur
red..............................................................

$178,685

Advance Billings on Contracts.........................

$165,422

$162,717

Sales Under Long-Term Contracts, a portion of which are
with the U.S. government, are accounted for under the per
centage of completion method. The Company enters into
long-term contracts which require it to develop or advance
state-of-the-art technology products. Sales on developmental
contracts are recorded as the related costs are incurred and
include estimated profits calculated on the basis of the rela
tionship between costs incurred and total estimated costs
(cost-to-cost method of percentage-of-com pletion). The Com
pany also enters into long-term contracts for the production of
products. Sales on production type contracts are recorded as
deliveries are made (units of delivery method of percentageof-completion). Marketing and adm inistrative costs are ex
pensed as insurred.
On a selective basis, the Company may enter into a contract
to research and develop or produce a product with a loss
anticipated at the date the contract is signed. These contracts
are entered into in anticipation that profits w ill be obtained from
future contracts for the same or sim ilar products. These loss
contracts often provide the Company with exclusive data
rights which, in effect, establish it as the sole producer of
certain products and w ithout which it would not be able to enter
various markets. Such losses are recognized at the date
Sundstrand becomes contractually obligated, with revisions
made if further losses are anticipated.
Certain contracts and subcontracts are subject to govern
ment audit and review. Information related to government
defective pricing claims is presented on page 41.
Defective Pricing Claims
In connection with U.S. government contracts and subcon
tracts, the Company has received notifications of defective
pricing claim s. It is management’s opinion that adequate pro
visions have been made for the resolution of these claims.

UNIVERSAL VOLTRONICS CORPORATION (JUN)
$162,844

NOTES TO FINANCIAL STATEMENTS
(13,263)

(56)
$162,788

McDermott International is usually entitled to financial set
tlements relative to the individual circumstances of deferrals
or cancellations of Power Generation Systems and Equip
ment contracts. McDermott International does not recognize
such settlements or claims for additional compensation until
final settlem ent is reached.
Included in accounts and notes receivable are amounts
representing retainages on contracts as follows:
1988

1987

(In thousands)
Retainages.....................................................
Retainages expected to be collected after one
year............................................................

FINANCIAL SUMMARY
Summary o f Significant Accounting Policies (In Part)

$145,661

$175,443

$ 66,470

$ 79,091

1 (In Part): Summary o f Significant Accounting Policies

Revenue Recognition;
Sales, other than revenues from major long-term contracts,
are recorded as products are shipped or when commercial
customers accept title to partially completed units. Long-term
contract revenues and revenues relating to customer con
tracts where the customer has accepted title to partially com
pleted u nits are recognized under the percentage-ofcompletion method.
Percentage-of-completion accounting is applied to all con
tracts where production takes more than three months and the
aggregate contract sales price exceeds $100,000. Such con
tracts typically entail substantial progress payments. In ap
plying the percentage-of-com pletion method, earnings on
contracts with a production term exceeding one year are
based on the ratio of costs incurred to date on the contract to
total estimated contract costs after providing for all known and
anticipated costs. Costs include m aterial, direct labor, and
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engineering and manufacturing overhead. In applying the per
centage-of-completion method to all other contracts, earnings
are recognized in proportion to actual labor costs incurred as
compared with total estimated labor costs expected to be
incurred in the entire contract. Selling, general and administra
tive expenses are charged to income as incurred. When the
current contract estimate indicates a loss, provision is made
for the total anticipated loss.
Costs and estimated earnings in excess of progress billings
on uncompleted contracts w ill be billed within the next twelve
months.

DISCONTINUED OPERATIONS
Paragraph 8 of APB Opinion No. 30, Section 113 of FASB
Accounting Standards— C urrent Text, states:
Discontinued Operations of a Segment of a Business.
For purposes of this Opinion, the term discontinued op
erations refers to the operations of a segment of a busi
ness as defined in paragraph 13 that has been sold,
abandoned, spun o ff, or otherw ise disposed o f or,
although still operating, is the subject of a formal plan for
disposal (see paragraph 14). The Board concludes that
the results of continuing operations should be reported
separately from discontinued operations and that any
gain or loss from disposal of a segment of a business
(determined in accordance with paragraphs 15 and 16)
should be reported in conjunction with the related results
of discontinued operations and not as an extraordinary
item. Accordingly, operations of a segment that has been
or will be discontinued should be reported separately as a
component of income before extraordinary items and the
cumulative effect of accounting changes (if applicable) in
the following manner:
Income from continuing operations before income
taxes...........................................................
Provision for income taxes.................................
Income from continuing operations.....................
Discontinued operations (Note— ):
Income (loss) from operations of discontinued
Division X (less applicable income taxes of S— ).
Loss on disposal of Division X, including provision
of $— for operating losses during phaseout
period (less applicable income taxes of $— ) ......
Net income......................................................

$xxx
xxx
$xxx

$xxx

xxx

xxx
$xxx

Amounts of income taxes applicable to the results of
discontinued operations and the gain or loss from dispos
al of the segment should be disclosed on the face of the
income statement or in related notes. Revenues applic
able to the discontinued operations should be separately
disclosed in the related notes.
An AICPA A ccounting Interpretation published in the
November 1973 issue of the Journal o f Accountancy provides
illustrations of transactions which should and should not be
accounted for as a business segment disposal. These exam
ples are reprinted in Section I13 of FASB Accounting Stan
dards— Current Text.
in 1988,83 survey companies discontinued the operations
of a business segment. Examples of discontinued operations
accounted for as a disposal of a business segment follow.

Disposals Of Segments
AMETEK, INC. (DEC)

Income from continuing operations..
Income (loss) from spun off opera
tions, net of income taxes (Note
2)...........................................
Provision for cost of spin-off, net of
income taxes (Note 2 )...............
Income before cumulative effect of
accounting change....................

1986

$35,103

1987
($000)
$36,694

$36,277

(4,606)

4,481
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1988

(3,530)
26,967

—

41,175

—

36,584

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2. Operations Spun O ff
On July 27, 1988, the Com pany’s Board of Directors
approved a plan for the separation of its operations into two
separate stand-alone publicly held companies, by means of a
spin-off of a newly formed company, Ketema, Inc. (“ Ketema” ).

Effective November 3 0 , 1 9 8 8 ,14 form er businesses of the
Company were transferred to Ketema and all of Ketema’s
outstanding common stock was distributed to stockholders of
the Company on the basis of one share of common stock of
Ketema for each ten shares of the Company’s common stock
owned.
The distribution reduced stockholders’ equity by $75.4 mil
lion, consisting of operating assets of $55.4 million, and a
transfer of $20 m illion in cash.
In addition to an agreement between the Company and
Ketema related to the sharing of certain unknown contingent
obligations as described in Note 11, Ketema and the Com
pany have agreed to share certain support services for a
period not to exceed three years. The Company has also
agreed to retain certain insurance, tax and pension obligations
of Ketema’s operations incurred prior to the date of the spin
off. See Note 9.
Net sales of Ketema’s operations were $181 million, $189
million and $177 m illion for 1988 (through November 30),
1987 and 1986. Net income (loss) of these operations was
($4.6 m illion) in 1988 (through November 30), $4.5 million in
1987 and $.3 m illion in 1986, and is net of applicable income
tax expense (benefit) of ($2.6 m illion), $2.2 million and ($1.7
million) for 1988, 1987 and 1986.
Spin-off expenses of $3.5 m illion (after a tax benefit of $.5
million), or $.08 per share, were recorded prim arily in the
second quarter of 1988. These charges include legal and
accounting expenses, associated personnel and benefit
administration costs, and other transition expenses.
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BECTON, DICKINSON AND COMPANY (SEP)
1988
1987
1986
Thousands of dollars
Income From Continuing Opera
tions....................................
Income From Discontinued Opera
tions, less applicable income
taxes of $8,598, $9,635 and
$12,386 in 1988, 1987, and
1986, respectively— Note A......
Income Before Extraordinary Credit

$148,856

$130,601

$100,846

13,087
161,943

11,218
141,819

11,067
111,913

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS

Thousands of dollars
Note A— Discontinued Operations
In August 1988, the Company announced its intention to sell
the industrial glove business of its Edmont division. A formal
plan of disposal has been developed and it is anticipated that
the sale w ill be completed during the 1989 fiscal year. A
significant gain on the sale is expected.

The Edmont industrial glove business is being accounted
for as a discontinued operation and, accordingly, its operating
results are reported in this manner in all years presented in the
accompanying consolidated statements of income and other
related income statem ent data. Net sales of the industrial
glove business were $137,297 in 1988, $119,075 in 1987 and
$107,626 in 1986. The September 30, 1988 balance sheet
includes total assets of aproxim ately $70,000 and total liabili
ties of approximately $8,000 of the discontinued operations.

COLLINS INDUSTRIES, INC. (OCT)
1988
Income (loss) from con
tinuing operations before
extraordinary item.........
Discontinued operations
(Note 7):
Loss from discontinued
operations, net of in
come tax benefit of
$117,400 in 1988,
$430,000 in 1987......
Loss on disposal of dis
continued operations,
net of income tax be
nefit of $192,600 in
1988........................
Income (loss) before ex
traordinary item............

$ 625,310

$(669,681)

1987

1986

$1,228,813

$(138,063)

$ (604,019)

$(698,388)

(1,098,750)
$(1,768,431)

$ (604,019)

(132,000)
$(830,388)

$(1,143,121)

$ 624,794

$(968,451)

NOTES TO FINANCIAL STATEMENTS
(7) Discontinued Operations:

During the fourth quarter of 1985, the Company adopted a
plan to dispose of it Fire Apparatus Division. On July 2 9 ,1986,
the Company sold substantially all of the assets (primarily
inventory and fixed assets) for $293,000 in cash and notes. As
a result of the sale, $132,000 was charged to loss on disposal

of discontinued operations in 1986. Revenues from this divi
sion were approximately $2,200,000 for the fiscal year ending
1986.
At the end of the second quarter of 1988, the Company
announced plans to dispose of three companies: Collins Pro
fessional Cars, Inc., Classic Manufacturing, Inc. and Collins
Financial Services. Collins Professional Cars was sold for
book value with the Company accepting a five-year note for
$733,000 at an annual interest rate of 10% and a short-term
note (due March, 1989) for $246,000 with interest at prime
plus 1%. The C om pany also rece ive d a pproxim ately
$1,000,000 in cash from this sale.
Collins Financial Services discontinued leasing and financ
ing activities during the second quarter of 1988. The existing
lease portfolio was sold in fiscal 1988 for its book value of
approximately $1,000,000.
Classic Manufacturing, which manufactured and sold lei
sure van conversions, was liquidated and closed during the
third fiscal quarter of 1988. The loss on disposal of discon
tinued operations in 1988 includes a w rite-off of $871,632 of
intangible assets.
Operating revenues fo r these companies for the years end
ed October 31, 1988, 1987 and 1986 were $5,251,121,
$9,510,161 and $11,187,014 respectively.

H. H. ROBERTSON COMPANY (DEC)
1988

1987

1986

($ 000)

Loss from continuing operations... $(33,282) $(14,955)
Discontinued operations:
Income (loss) from discon
tinued operations, less ap
plicable income taxes of
$2,866 in 1987 and $2,309
in 1986.................................
(46,966)
6,447
Gain on sale of business seg
ments, including 1988 provi
sions for loss on disposals of
$10,496, less applicable in
come taxes of $3,200 in
1988.................................
51,965
11,036
Income from discontinued opera
tions.........................................
4,999 17,483
Net income (loss)....................... $(28,283) $ 2,528

$(42,196)

972

—
972
$(41,224)

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
2 (In Part): Discontinued Operations
Operations treated as discontinued represent IRD Mech
analysis subsidiaries, Freeman Chemical subsidiaries, fixedprice custom curtainwall operations and Spectrum Division
operations. The Freeman Chemical subsidiaries were sold in
1988 for the net proceeds of $91,860,000 and resulted in a
pre-tax gain of $65,661,000 (after tax $62,461,000 or $10.04
earnings per common share). The IRD Mechanalysis sub
sidiaries were sold in 1987 for $24,250,000 (before and after
tax gain of $11,036,000 or $1.86 earnings per common
share). The total losses related to discontinued custom cur
tainwall and the Spectrum Division for 1988 were $44,712,000
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and $13,262,000, respectively. The Company has stopped
accepting fixed-price custom curtainwall contracts and ex
pects to sell certain related assets. The Company also ex
pects to sell its Spectrum Division. Net revenues for all discon
tinued operations w ere $94,315,000, $242,638,000 and
$234,064,000 for the years 1988,1987 and 1986, respective

ly.
Amounts in the consolidated statement of income for the
years 1987 and 1986 have been restated to conform to 1988
discontinued operations presentation.

SPS TECHNOLOGIES, INC. (DEC)
1988
1987
1986
(Thousands of dollars)
Earnings from continuing opera
tions....................................
Discontinued operations—
Loss from operations (net of in
come tax benefits of $1,500
in 1988, $3,161 in 1987,
and $2,153 in 1986)...........
Estimated loss on disposal (net
of income tax benefit of
$3,640)............................
Earnings before extraordinary item
and cumulative effect of change
in accounting policy................

$18,980

(2,449)

$14,515

(3,623)

$15,045

(2,260)

(5,940)

10,591

10,892

12,785

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5. Discontinued Operations
The Company adopted a formal plan to discontinue opera
tions of the materials handling segment and seek a buyer for
its Hartman Systems Division during the third quarter of 1988.
During 1987, the Company sold all of the assets, net of certain
liabilities, associated with its Hallowell product line, which
previously was included in the m aterials handling segment.
The total consideration received for Hallowell, less costs
associated with the sale, approximated the net book value of
the assets sold. The net assets and operating results of the
materials handling segment, including those of the Hallowell
product line, are shown separately in the accompanying finan
cial statements. Prior years have been reclassified for com
parative purposes.

The estim ated loss on disposal of the segm ent was
$5,940,000 (net of income tax benefits of $3,640,000), con
sisting of a loss on the disposal of assets of $3,145,000 and a
provision of $2,795,000 for expected operating losses during
the phase-out period through September 3 0 , 1989. Net sales
of the segm ent w ere $ 6 ,7 7 4 ,0 0 0 , $ 33 ,30 8 ,00 0 and
$35,099,000 in 1988, 1987 and 1986, respectively.
A summary of the net assets of the materials handling
segment at December 3 1 , 1988 and 1987, which have been
reclassified as net assets of discontinued operations, is as
follows:
1988
1987
Current assets........................................ $4,323,000 $9,106,000
Other assets...........................................
1,394,000 1,685,000
Current liabilities..................................
(1,828,000) (2,827,000)
Net assets of discontinued operations...... $3,889,000
$7,964,000

TRANSTECH INDUSTRIES, INC. (DEC)
1986
1987
1988
Loss from Continuing Op
erations .................... $ (9,182,158) $(3,318,009) $ (59,528)
Discontinued Operations:
(Note 2)
Operating Income of
Discontinued Opera
tions, Net of Income
Taxes of $14,200,
$1,683,105 and
$1,887,280 ...........
40,841
5,181,228
4,416,302
Gain on Disposal of
Discontinued Opera
tions, Net of Income
Taxes of $7,227,700 22,396,068
—
—
Income From Discontinued
Operations................. 22,436,909
5,181,228
4,416,302
Income Before Cumulative
Effect of Change In
Accounting Method..... 13,254,751
1,863,219
4,356,774
Note 2— Discontinued Operations:
On March 31, 1988, Allentown Cement Co., Inc. (“Allen
town” ) and Chester Cement Co., Inc. (collectively the “Ce
ment Group” ), wholly owned subsidiaries of ACC Investment
Co., Inc., sold substantially all of their assets for $71,665,000
in cash. Also effective on March 31, 1988, the Company
acquired the m inority shareholder’s 10% interest in ACC In
vestment Co., Inc. for $2,500,000.
The Company recognized a gain on the sale of the assets of
the Cement Group of $22,396,068, net of applicable income
taxes of $7,227,700. The accompanying consolidated state
ment of income has been restated to report the operations of
the Cement Group as discontinued operations. Revenues of
the Cement Group were approximately $9,581,000 for the
three months ended March 3 1 , 1988, and $52,682,000 and
$51,695,000 for the years ended December 31, 1987 and
1986. Allentown Cement Co., Inc. purchased all of the assets
and assumed certain liabilities of the Eastern Region of the
Cement Division of The National Gypsum Company, effective
June 1, 1985, for approximately $29,200,000.
Allentown’s borrowings under its revolving credit agree
ment and term loan, approximating $20,616,000, were repaid
at the closing.

SEARS, ROEBUCK AND CO. (DEC)
1988
Income from continuing opera
tions..................................
Discontinued operations (note 2):
Operating income (loss), less
income tax benefit (ex
pense) of $34.7, $97.0 and
$(8.6)............................
Loss on disposal, less income
tax benefit of $30.2 .........
Income before cumulative effect
of accounting change...........

1987
millions

1986

$1,032.3

$1,726.2

$1,335.6

(64.2)

(93.4)

3.0

(58.6)

—

—

909.5

1,632.8

1,338.6
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

2. Discontinued operations
During the fourth quarter of 1988, the company adopted
plans to divest the group life-health business of Allstate Insur
ance Group and the commercial division of Coldwell Banker
Real Estate Group. Certain portions of the group life-health
operation have been term inated and other portions were sold
effective January 1 , 1989. Under the sales contract, the com
pany remains responsible for the run-off of certain group
medical contracts through approximately January, 1990. A
$58.6 million after tax loss was recorded in 1988 for disposal
costs and future operating losses of the group life-health
business. The commercial division of Coldwell Banker will be
sold during 1989.

9. Discontinued Operations
In March 1988, the Company sold its video cassette rental
business, which was discontinued in 1987. The sale had the
after-tax effect of reducing by $4,855,000 the estimated after
tax loss of $13,428,000 recorded in 1987.

Prior year Statements of Income and related footnotes have
been restated for the results of the discontinued operations.
Revenues of the discontinued business, net of intercompany
amounts, were $1.2, $1.3 and $1.1 billion in 1 9 8 8 ,1987 and
1986, respectively. The Statements of Financial Position in
clude the following assets and liabilities of the discontinued
operations which w ill be sold:

millions
Investments.............................................................
Propertyand equipment, net...................................
Other assets.............................................................
Total assets.............................................................
Insurance reserves...................................................
Other liabilities.........................................................
Total liabilities.........................................................

December 31
1988
1987
$345.1
$275.1
52.0
50.5
130.8
154.4
527.9
480.0
306.1
264.4
74.1
65.4
$380.2 $329.8

Decision To Discontinue Made in Prior
Year—Assets Sold During Current Year
GENERAL CINEMA CORPORATION (OCT)
1988
Earnings from continuing opera
tions before income taxes and
minority interest.....................
Income taxes..............................
Minority interest.........................
Earnings from continuing opera
tions.......................................
Discontinued operations
Loss from discontinued opera
tions net of income taxes of
($2,562) and ($877)..............
Gain (loss) on disposal of dis
continued operations net of
income taxes of $2,5091,
($6,917) and $12,500............
Net earnings...............................

1987
(In thousands)

1986

$132,889
46,735
3,265

$120,794
34,252

$125,402
33,262

82,889

86,542

92,140

4,855
$ 87,744

(3,672)

(1.222)

(13,428)
$ 69,442

34,902
$125,820

In September 1986, the Company sold television station
WGRZ for $56,000,000 in cash, and retained $3,300,000 in
receivables, resulting in an after-tax gain of $34,902,000.
Operating results of the disposed businesses have been
accounted for as d is c o n tin u e operations so as to show
separately the results of continuing operations. Revenue ap
plicable to discontinued operations were $13,207,000 and
$22,029,000 in the years ended October 3 1 , 1987 and 1986,
respectively.

CHARGES OR CREDITS SHOWN AFTER
INCOME TAX CAPTION
Table 3-17 indicates the nature of charges or credits, other
than extraordinary items, positioned on an income statement
after the caption for income taxes applicable to income from
continuing operation. Examples of charges or credits shown
after the caption for income taxes applicable to income from
continuing operations follow.

ACTION INDUSTRIES, INC. (JUN)

Earnings From Continuing
Operations before in
come taxes, equity in
net earnings of uncon
solidated affiliates and
cumulative effect on
prior years of change in
the method of inventory
costing..........................
Provision For Income Taxes
Earnings From Continuing
Operations before equity
in net earnings of un
consolidated affiliates
and cumulative effect on
prior years of change in
the method of inventory
costing..........................
Equity In Net Earnings Of
Unconsolidated Affiliates
Earnings From Continuing
Operations before
cumulative effect on
prior years of change in
the method of inventory
costing..........................

1988

1987

1986

$5,477,549
2,300,000

$2,931,522
1,400,000

$13,971,507
6,600,000

3,177,549

1,531,522

7,371,507

471,773

592,894

973,201

3,649,322

2,124,416

8,344,708
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DRESSER INDUSTRIES, INC. (OCT)

TABLE 3-17: CHARGES OR CREDITS SHOWN
AFTER INCOME TAX CAPTION

1988

1987

1986

($ millions)

Number of Companies
Cumulative effect of account
ing change.......................
Minority interest...................
Equity in earnings or losses
of investees......................
Other....................................

1988

1987

1986

1985

68

12

8

54

36
46

42

41

42
5

48
3

51

56

1

—

Earnings from continuing operations be
fore income taxes, minority interest
and equity earnings.............................
Income taxes...........................................
Minority interest in (earnings) losses of
subsidiaries— Note C ..........................
Equity in earnings of unconsolidated sub
sidiaries and affiliates..........................
Earnings (loss) from continuing opera
tions....................................................

1987

1986

($000)
income (loss) before income
taxes, minority interest
and extraordinary items...
Income taxes......................
Income (loss) before minor
ity interest and extraor
dinary item s....................
Minority interest in (income)
loss of subsidiaries.........
Income (loss) before ex
traordinary items.............

$134,462
71,235

$(275,619)
(14,100)

$(1,106,615)
(144,494)

63,227

(261,519)

(962,121)

(3,836)
59,391

6,697

68,916

(254,822)

(893,205)

BALL CORPORATION (DEC)
1988

1987

1986

(dollars in millions)
Income before taxes on income and
cumulative effect of accounting change.
Provision for taxes on income..................
Income before cumulative effect of
accounting change...............................
Cumulative effect at January 1 , 1988 of
income tax accounting change.............
Net income................................................

$48.1
15.4

$103.4
43.3

$111.4
52.0

32.7

60.1

59.4

17.8

—

$50.5

$39.3
(48.0)

$22.8
(52.5)

(6.3)

15.2

(3.2)

14.6

9.8

7.8

122.8

16.3

(25.1)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

BAKER HUGHES INCORPORATED (SEP)
1988

$178.6
(64.1)

$ 60.1

—

$ 59.4

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Taxes on Income (In Part)

In December 1988, the company elected to adopt SFAS No.
96, Accounting for Income Taxes. The cumulative effect of this
accounting change is required to be disclosed in the current
year as though adopted on January 1 , 1988. As a result, first
quarter and annual net income were increased $17.8 million or
77 cents per share. The adoption of the new accounting
standard had no effect on the tax provision for 1988.

Note C (In Part): Business Combinations
As of December 1 , 1986, the Company and the Halliburton
Company combined their drilling fluid operations and formed
M-l Drilling Fluids Company, which is a partnership owned 60
percent by the Company and 40 percent by Halliburton. M-l
Drilling Fluids is included as a consolidated subsidiary. Halli
burton’s equity is included in the M inority Interest accounts on
the 1988 and 1987 balance sheets and statements of earn
ings. Halliburton contributed approximately $75 m illion of net
assets, including approxim ately $45 m illion of working capital,
for Its Investment.

As of September 1 , 1987, the Company and GeolographPioneer, Inc. combined the Company’s Swaco operations and
Geolograph-Pioneer, Inc.’s fluids processing, pressure con
trol and rig instrumentation businesses into a new partnership
named Swaco GeolographyCompany. The new partnership is
owned 65 percent by the Company and 35 percent by Geolo
graph-Pioneer, Inc. and is included as a consolidated subsidi
ary. Geolograph-Pioneer’s equity is included in the Minority
Interest accounts on the 1988 and 1987 balance sheets and
statements of earnings. The amount of net assets and working
capital contributed by Geolograph-Pioneer were not material.
In 1986, the Company purchased a distributor of the Com
pany’s construction equipment for $22.0 million. Also in 1986,
the Company purchased the remaining 50 percent interest in a
foreign subsidiary.
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EXTRAORDINARY ITEMS

forwards and $4 m illion of tax credit carryforwards which
expire in 2000 or thereafter.

APB Opinion No. 30, Section 117 of FASB Accounting
Standards— C urrent Text, defines extraordinary items as
“ events and transactions that are distinguished by their un
usual nature and by the infrequency of their occurrence,” and
states that an event or transaction “should be presumed to be
an ordinary and usual activity of the reporting entity, the effects
of which should be included in income from operations, unless
the evidence clearly supports its classification as an extraor
dinary item as defined in this O pinion.” Opinion No. 30 and its
Accounting Interpretation published in the November 1973
issue of the Journal o f Accountancy illustrate events and
transactions which should and should not be classified as
extraordinary items. These examples are reprinted in Section
117 of FASB Accounting Standards— Current Text. FASB
Statem ento f Financial Accounting Standards No. 4 specifies
that material debt extinguishm ent gains and losses be classi
fied as extraordinary items.

Table 3-18 shows the nature of items classified as extraor
dinary by the survey companies. Statem ent o f Financial
Accounting Standards No. 96, when effective, will require
that operating loss carryforward benefits be classified as a
component of income tax expense rather than as an extraordin
ary item. Eighteen of the debt extinguishments classified as
extraordinary were charges. Examples of extraordinary items
follow.

Operating Loss Carryforward Benefits
CINCINNATI MILACRON INC. (OCT)
1988
Earnings (loss) before income taxes
and extraordinary item.................
Provision for income taxes..............
Earnings (loss) before extraordinary
item..............................................
Extraordinary tax benefit from loss
carryforward.................................
Net earnings (loss)...........................

1987
(In thousands)

1986

$43,712
18,737

$(74,014)
5,959

$34,415
11,087

24,975

(79,973)

23,328

12,114
$37,089

—
$(79,973)

—
$23,328

Provision for Income Taxes
(In thousands)
Current provision
State and local.............................
Foreign........................................
Deferred provision (credit)
United States...............................
Foreign........................................
Utilization of operating loss carryfor
ward ............................................
Provision for income taxes..............

Summarized in the respective tables are the company’s
earnings (loss) before income taxes and extraordinary item,
provision for income taxes, tim ing differences between finan
cial and taxable income and a reconcilement of the U.S.
statutory rate to the tax provision rate.
In 1988 the company recognized a $12.1 million extraordi
nary tax benefit from utilization of a portion of its net operating
loss carryforward. At the end of 1988 the company’s remain
ing U.S. net operating loss carryforward for financial reporting
purposes, which originated principally as a result of 1987
reorganization charges, was approximately $18 million. For
U.S. tax reporting purposes, at year-end 1988, the company
had approximately $31 million of unused operating loss carry-

1987

1986

$ 2,253
3,676
5,929

$1,045
874
1,919

1,912
(1,218)
694

7,348
(3,308)
4,040

11,947
(3,669)
8,278

12,114
$18,737

—
$5,959

—
$11,087

$

729
2,080
2,809

THE PITTSTON COMPANY (DEC)
1988
Income (loss) before income taxes
and extraordinary items...............
Provision for income taxes (Note 5)..
income (loss) before extraordinary
items........................................
Extraordinary items:
Tax benefits from utilization of net
operating loss carryforwards
(Note 5)................................
Early extinguishment of debt........
Total extraordinary items............
Net income (loss)..........................

1987
(In thousands)

1986

$59,519
22,693

(122,064)
8,345

10,150
134

36,826

(130,409)

10,016

11,803
—
11,803
$48,629

—
(2,641)
(2,641)
(133,050)

—
—
—

10,016

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
5 (In Part): Income Taxes
The provision (credit) for income taxes consists of the fol
lowing:

U.S.
Federal

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Income Taxes (In Part)

1988

1988:
Charge in lieu of income
taxes.....................
Current.......................
Deferred.....................
Total.......................
1987:
Current.......................
Deferred......................
Total.......................
1986:
Current.......................
Deferred.....................
Total.......................

Foreign
State
(In thousands)

Total

$11,803
1,009
—
$ 12,812

—
5,734
1,235
6,969

—
2,912
—
2,912

11,803
9,655
1,235
22,693

$

2,526
3,165
5,691

2,253
—
2,253

5,180
3,165
8,345

3,355
2,007
5,362

(689)
—
(689)

$
$

401
—
401

14
(4,553)
$ (4,539)

2,680
(2,546)
134
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The charge in lieu of income taxes in 1988 is equivalent to
the income tax provision that would be required in the absence
of book operating loss carryforwards for financial reporting
purposes. The benefit from utilizing such loss carryforwards
has been recognized as an extraordinary item.
For the years ended December 31, 1988 and 1987, cash
payments made for income taxes, net of refunds received,
were $6,765,000 and $2,707,000, respectively. During the
year ended December 3 1 , 1986, the Company received a net
refund for income taxes of $2,807,000.
The sources of significant timing differences which gave
rise to deferred taxes and their effects are as follows:
1988

1987

1986

(In thousands)
Depreciation and amortization............................
Reversal of deferred credits related to uti
lization of book net operating losses. . . .
investment tax credits................................................

$1,235

3,165

2,007

—
-

—
-

(3,892)
(661)

$1,235

3,165

(2,546)

The following table accounts for the difference between the
actual tax provision and the amounts obtained by applying the
statutory U.S. Federal income tax rate of 34% in 1 9 8 8 ,40% in
1987 and 46% in 1986 to the income (loss) before income
taxes.

TABLE 3-18: EXTRAORDINARY ITEMS
19 8 8

19 8 7

1986

19 8 5

35
26

50
54
5
4
14

48
15
5
7
6

Nature

Operating loss carryforwards.
Debt extinguishments..................
Pension plan terminations. . . .
Litigation settlements..................
Other.......................................................

—

6
6

80
53
1
2
8

T otal Extrao rd ina ry It e m s . . . .

73

14 4

12 7

81

N u m b e r o f C o m p a n ie s

Presenting extraordinary
items..................................................
Not presenting extraordinary
items..................................................

67

127

107

72

533

473

493

528

T otal C o m p a n ie s ........................

600

600

600

600

Debt Extinguishments
TOSCO CORPORATION (DEC)
1988

Year Ended December 31
1988

1987

1986

(In thousands)
Income (loss) before income taxes:
Domestic...........................................................
Foreign...............................................................
Tax provision (credit) computed at
statutory rate.................................................
Increases (reductions) in taxes due
to:
Losses for which no tax benefit
has been recognized..........................
U .S . tax attributable to repatriation
of foreign earnings..............................
Investment tax credits..............................
Percentage depletion................................
Equity in earnings of foreign affili
ates .................................................................
State income taxes (net of Federal
tax benefit)................................................
Goodwill amortization..............................
Difference between U .S . Federal
statutory rate and foreign effec
tive rates......................................................
Minimum t a x ..................................................
Miscellaneous................................................
Actual tax provision..........................................

$42,874
16,645

(131,036)
8,972

9
10,141

$59,519

(122,064)

10,150

20,236

(48,826)

4,669

Income (loss) before extraordinary
items.................................................................
Extraordinary (charge) gain from
early retirement (1988) and re
financing (1986) of debt, net of
income tax effects..................................
Extraordinary credit— utilization of
net operating loss carryforwards.
Net income................................................................

—

44,442

—

(1,9 71)

—
(647)
(8,858)

429

1,10 6

1,030

1,922
2,001

1,352
3,033

(372)
2,209

1,3 16
384
(926)

2,395
401
(737)

137
1,790
176

8,345

134

2,247
—

(4,916)

$22,693

7,15 0
—

1987

1986

Thousands of Dollars
$55,238

$27,822

(1,806)
36,994
90,426

$(56,420)

74,000
25,133
52,955

17,580

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
7 (In Part): Long-Term Debt
During 1988, Tosco retired $51,040,000 of its Bonds at a
premium of $3,130,000. The premium paid has been classi
fied as an extraordinary item in Tosco’s statement of income.
As the income tax benefit related to the premium paid on the
Bonds of $1,324,000 was largely offset by the reduced utiliza
tion of federal and state net operating loss carryforwards, the
effect on Tosco’s net income was approximately equal to the
premium paid. The purchase of the Bonds will reduce Tosco’s
interest expense by approximately $6,400,000 per year.
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WAXMAN INDUSTRIES, INC. (JUN)

HUMANA INC. (AUG)
1988

1987

1988

1986

1987

Income before extraordinary item
and cumulative effect of a
change in accounting principle..
Extraordinary loss on early exting
uishment of debt, net of income
tax of $9,597 (Note 6)..............
Cumulative effect on prior years of
a change in accounting principle
for retirement plan actuarial
gains, net of income tax of
$9,645 ......................................
Net income....................................

$227,040

$182,839

1986

($000)

(Dollars in thousands)

$54,452

Income before extraordinary charge.......
Extraordinary charge, early repayment of
debt...................................................

$6,609

$3,790

666

1,590

$2,825
—

Net income............................................
(16,133)

—

16,214

—

—

$227,121

—

$182,839

$54,452

Note 6 (In Part): Long-Term Debt

A summary of long-term debt follows:
($ 000)

Senior collateral debt, 6% to 15% (rates,
generally fixed, average 10.4%), payable
in periodic installments through 2007.....
Other senior debt, 8.3% to 13.8% (rates,
generally fixed, average 12%), payable in
periodic installments through 2013 .........
Commercial paper, 8.3% composite effec
tive ra te ...................................................
Subordinated debt, 5% to 9.5% (rates, all
fixed, average 9.3%), payable in periodic
installments through 1999 ......................
8½% Convertible Subordinated Debentures,
payable in annual installments from 1994
to 2009, conversion price of $37.80 per
share........................................................

1988

1987

$ 227,787

$ 258,951

443,540

577,941

369,689

191,933

2,282

64,267

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
6. Subordinated Notes:
In April, 1985, the Company sold $20 m illion principal
amount of 15% Senior Subordinated Notes due April 1 , 1995
at 94.625% of the principal amount. During the current year
the Company purchased $4,653,000 of these Notes in open
market purchases and called the remaining $1,641,000 of the
Notes for redemption in May, 1988. The market premium paid
for the Notes and the accelerated amortization of unamortized
debt issuance costs totalled $666,000, net of applicable in
come tax benefit of $408,000, which has been accounted for
as an extraordinary item.

The Company had previously purchased $13,706,000 of
the Notes in June, 1987 in open market purchases. The mar
ket premium paid for the Notes and the accelerated amortiza
tion of unamortized debt issuance costs totalled $1,590,000,
net of applicable income tax benefit of $1,460,000, which has
been accounted for as an extraordinary item.

Litigation Settlement
COMMERCIAL METALS COMPANY (AUG)
200,000

200,000

Amounts due within one year......................

1,243,298
32,680

1,293,092
55,626

Long-term debt............................................

$1,210,618

$1,237,466

During the first quarter of 1988, the Company retired ap
proximately $160 million of certain long-term debt with an
average interest rate of 15% prim arily through issuance of
commercial paper. In order to lim it the Company’s exposure to
future increases in interest rates on the commercial paper, the
Company entered into agreements under which interest rates
will approximate 8%. The first agreement, in the amount of
$110 million, expires in 1997, while the remaining $50 million
will expire in 1993.
Borrowings under the commercial paper programs are clas
sified as long-term debt due to the credit available under the
three revolving credit agreements discussed below and the
Company’s intention to refinance these borrowings on a long
term basis.

1988

1987

1986

(in thousands)
Earnings before extraordinary item
and cumulative effect of change
in accounting principle.................
Extraordinary item— litigation settle
ment (net of applicable income
taxes of $3,322)..........................
Cumulative effect on prior years (to
August 3 1 , 1987) of change in
accounting for income taxes........
Net Earnings..................................

$24,807

$10,208

(6,448)

—

6,090
$24,449

—
$10,208

$14,226

—

—
$14,226

NOTES TO FINANCIAL STATEMENTS
J (In Part): Commitments and Contingent Liabilities:
In July 1988, a settlem ent was reached terminating two
related lawsuits alleging that the Company and other defen
dants engaged in certain illegal activities in connection with
the sale of steel products in the mid-1970s. The settlement,
recorded as an extraordinary item, decreased net earnings for
the fisal year approximately $6,400,000.
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Chapter 11 Settlement

EARNINGS PER SHARE

SIMETCO, INC. (DEC)

APB Opinion No. 15, Section E09 of FASB Accounting
Standards— Curent Text, states in part:

1988
Income (Loss) Before Extraordinary
Items.........................................
Extraordinary Items
(Net of income taxes of $4,000),
see Note C.............................
Net Income (Loss)..........................

1987
(In Thousands)

1986

$1,619

$(2,016)

$(6,101)

8,601
10,220

21
(1,995)

1,936
(4,165)

Note C (In Part): Extraordinary Items

As stated in Note B, the Plan was confirmed in 1988. Pre
petition liabilities as of December 3 1 , 1987 were $14,465,000
($460,000 included in the financial statements as current and
$14,005,000 as non-current). Of this amount, $287,000 re
mains unpaid as of December 3 1 , 1988 and $14,178,000 was
satisfied under the Plan by recording the following transac
tions:
Transfer of the secured claim of General Electric Corpora
tion (Class 5) to long-term debt.................................
Issuance of 350,995 shares of common stock at market
value on date reorganization became effective..............
Issuance of 225,000 shares of preferred stock, redeemable
as disclosed in Note B, at par value...........................
Net proceeds from sale of assets located at the Philo and
Powhatan Plants paid to secured creditors..................
Cash payments to other unsecured creditors, expenses
paid and adjustments..............................................

$2,486,000
1,930,000
225,000
460,000
472,000
$5,573,000

The excess of prepetition liabilities satisfied under the Plan
($14,178,000) over the transaction listed above ($5,573,000)
was recorded in 1988 as an extraordinary gain (net of taxes on
income of $4,000) of $8,601,000.

TABLE 3-19: EARNINGS PER SHARE— 1988
Additional shares issuable for
Preferred
Stock Options Warrants
Debt
Included in primary per share
calculation....................
Included in fully diluted per
share calculation............
No dilution........................
Not disclosed....................
No additional shares issuable
Total Companies..............

21

33

240

30

50
40
26
463
600

37
28
19
483
600

20
136
141
63
600

2
9
11
548
600

12. The Board believes that the significance attached by
investors and others to earnings per share data, together
with the importance of evaluating the data in conjunction
with the fiancial statements, requires that such data be
presented prominently in the financial statements. The
Board has therefore concluded that earnings per share or
net loss per share data should be shown on the face of the
income statement. The extent of the data to be presented
and the captions used w ill vary with the complexity of the
company’s capital structure___
Examples of earnings per share presentations follow.

BANNER INDUSTRIES, INC. (JUN)
1987

1986

$(9,841)

$9,268

$6,540

$ (2.34)

$ 1.31

$

1988
(In thousands of dollars except per
share figures)
Net Income (Loss) Available to Common Stockholders............................
Earnings (Loss) Per Common Share
Primary:
Income (loss) from continuing op
erations before extraordinary
gain............................................
Income (loss) from discontinued
operation and businesses held
for sale.......................................

.93

.82

(.19)

.11

Income (loss) before extraordinary
gain............................................
Extraordinary gain............................

(1.52)
—

1.12
.22

1.04
—

Net income (loss) per share............

$ (1.52)

$ 1.34

$ 1.04

Fully Diluted;
Income (loss) from continuing op
erations before extraordinary
gain............................................
Income (loss) from discontinued
operations and businesses held
for sale.......................................

$ (2.34)

$ 1.31

$

.90

.82

(.17)

.10

Income (loss) before extraordinary
gain............................................
Extraordinary gain...........................

(1.52)
—

1.14
.19

1.00

Net income (loss) per share............

$ (1.52)

$ 1.33

$ 1.00

6,485
6,485

6,917
7,648

6,317
7,036

Weighted Average Number of Shares
Used in Computing Earnings Per
Share:
Primary...................... ....................
Fully Diluted....................................

—

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
(Figures in thousands, except for per share and percentages)
10. Earnings Per Share:
Primary earnings per common share is computed by divid
ing net income available to common stockholders by the
weighted average number of shares and share equivalents
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outstanding during the period, as adjusted for the stock split.
The preferred stock issued in March, 1987 was determined
not to be a common stock equivalent. In computing primary
earnings per share, the preferred stock dividend reduces in
come available to common stockholders. In computing fiscal
1988 fully diluted earnings per share, the conversion of the
preferred shares was not assumed as the effect would be
anti-dilutive. In computing fiscal 1987 fully diluted earnings per
share, the conversion of the preferred shares was assumed as
the effect would be dilutive. The following table presents in
formation necessary to calculate earnings per share for fiscal
years ended June 3 0 , 1 9 8 8 ,1987 and 1986.
Primary
Fiscal year ended June 30,

1988

1987

1986

Shares Outstanding;
Weighted average outstanding..........
Share equivalents..............................

6,485
—

6,852
65

6,306
11

Adjusted outstanding.........................

6,485

6,917

6,317

Net Income:
Net income (loss)..........................
Less-preferred stock dividend........

$(7,041)
(2,800)

$10,201
(933)

$6,540
—

Net income (loss) available to com
mon stockholders..........................

$(9,841)

$ 9,268

$6,540

Shares Outstanding:
Weighted average outstanding..........
Share equivalents..............................
Conversion of subordinated converti
ble notes.......................................
Net Income:
Net income (loss)..........................
Add-interest expense applicable to
subordinated convertible notes..
Less-preferred stock dividend........
Net income (loss) available to com
mon stockholders..........................

6,485

7,552
96

6,024
12

Number of common and
common equivalent shares
used in computing earn
ings per share..................

1,000

Earnings per common and
common equivalent share.

6,485
$(7,041)

7,648

7,036

$10,201

$6,540

(2,800)

506
—

—

1986

150,275
$

1.51

Cash dividends per common
share.................................

48¢

149,410
$

1.15

144,006
$

.95

40¢

32¢

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

9 (In Part): Common S to c k $(9,841)

$10,201

1988

$34,730

Earnings (loss) per common and
common equivalent share:
Primary;
Continuing operations................
Discontinued operations:
From operations....................
Gain on disposition..............

$

Net earnings..............................

$

Net earnings..............................

1987

1988

1986

$7,046

1987

1.79

$15,887

$

$

1.63

$
$

1.71

$

.87
.76

$

.87

1.06
.06
—

$
$

.11

—
.08
$

$20,661

.11
—

(.01)
.11
1.89

.76

Earnings per share. The following table reconciles the num
ber of common shares shown as outstanding on the consoli
dated balance sheet with the number of common and common
equivalent shares used in computing prim ary earnings per
share (in thousands);

1986

Dollars in thousands, except for per
share amounts

Fully diluted:
Continuing operations................
Discontinued operations:
From operations....................
Gain on disposition..............

BROWNING-FERRIS INDUSTRIES, INC. (SEP)

1987

BERGEN BRUNSWIG CORPORATION (AUG)

Net earnings......................................

Earnings per share are based on the combined weighted
average number of shares of Class A and Class B Common
Stock outstanding during each year, the assumed exercise of
dilutive employees’ stock options (less the number of treasury
shares assumed to be purchased from the proceeds using the
average m arket price of the Corporation’s Common Stock)
and the assumed issuance in 1987 and 1986 of certain shares
related to an acquisition, after giving effect to the 37% stock
dividend declared April 1 5 , 1988. Primary earnings per share
are based upon 18,402,765 shares in 1988, 18,322,139
shares in 1987, and 18,374,604 shares in 1986. Fully diluted
earnings per share are based upon 24,002,578 shares in 1988
and 23,923,309 shares in 1986 and assume conversion of the
7⅝% Convertible Subordinated Debentures issued July 1985.
In 1987, the computation of fully diluted earnings per share was
anti-dilutive.

1988

—

Adjusted outstanding.........................

7. Earnings p e r Common and Common Equivalent Share

(In Thousands Except for Per
Share Amounts)

Fully Diluted
Fiscal year ended June 30,

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS

Common shares outstanding....
Effect of using weighted average
common and common
equivalent shares outstanding
Effect of shares issuable under
stock option plans based on
the treasury stock method....
Shares used in computing prim
ary earnings per share.........

1987

1986

148,071

147,547

146,104

(1.041)

(4,354)

2,463

2,904

2,256

150,275

149,410

144,006

(259)

1.12
1.04
.05

$

Year Ended September 30,
1988

1.09

The difference between shares for prim ary and fully diluted
earnings per share was not significant in any year.
Earnings per common and common equivalent share were
computed by dividing net income by the weighted average
number of shares of common stock and common stock
equivalents outstanding during each year. Common stock

313

Earnings Per Share

equivalents include stock options and the Company s Con
vertible Subordinated Debentures. The debentures presently
have an anti-dilutive effect and, accordingly, were excluded.

THE CLOROX COM PANY (JUN)
1988

1987

1986

$132,570

$104,899

$95,610

$2.46
2.40

$1.96
1.90

$1.80
1.75

In thousands, except per-share
amounts
Net Earnings...................................
Net Earnings per Common Share
Assuming no dilution.................
Assuming full dilution.................
Weighted Average Shares Outstand
ing
Assuming no dilution.................
Assuming full dilution.................

53,927
55,630

53,452
55,385

53,068
55,034

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Significant Accounting Policies

Net Earnings per Common Share
Net earnings per common share, assuming no dilution, are
computed by dividing net earnings by the weighted average
number of common shares outstanding during each year ad
justed fo r stock splits. Net earnings per common share,
assuming full dilution, are computed as above and assume
conversion of the convertible subordinated note payable and
exercise of stock options.

CROWN CENTRAL PETROLEUM CORPORATION
(DEC)
1988

1987

1986

$38,421

$31,816

$(20,231)

Thousands of dollars except per
share data
Net Income (Loss).........................
Net Income (Loss) Per S hareNote E
Primary:
Continuing operations..........
Discontinued operations........

$

4.70

$ (5.06)
8.84

$

(2.46)
(1.20)

Net income (loss).................

$

4.70

$

3.78

$

(3.66)

Fully diluted:
Continuing operations..........
Discontinued operations........

$

3.83

(3.19)
6.36

$

(2.46)
(1.20)

Net income (loss).................

$

3.83

3.17

$

(3.66)

Income (Loss) Applicable to Com
mon Stock
Net income (loss).....................
Less preferred stock dividends..
Income (Loss) Applicable to
Common Stock.....................

$
$

$38,421
(5,739)

$31,816
(5,739)

$(20,231)
(2,644)

$32,682

$26,077

$(22,875)

Note E— C apital Stock and Net Income Per Common and
Common Equivalent Share

Class A Common stockholders are entitled to one vote per
share and have the right to elect all directors other than those
to be elected by other classes of stock. Class B Common
stockholders are entitled to one-tenth vote per share. Series A

C um ulative Convertible Preferred stockholders and the
Series B Cumulative Convertible Exchangeable Preferred
stockholders are entitled to the equivalent number of votes per
share of Class B Common Stock issuable upon conversion.
The Class B Common stockholders, the Series A Cumulative
Convertible Preferred stockholders, and the Series B Cumula
tive Convertible Exchangeable Preferred stockholders have
the right, voting together, to elect two directors.
Series A Cumulative Convertible Preferred Stock (Series A)
is a common stock equivalent. Series B Cumulative Convert
ible Exchangeable Preferred Stock (Series B) is not a com
mon stock equivalent, but is considered an “other potentially
dilutive security” for earnings per share purposes.
Primary earnings per share for 1988 and 1987 are based
upon 7,213,206 shares outstanding which includes 961,609
shares of Class B Common Stock assumed to be issued upon
conversion of all shares of Series A, and net income adjusted
for cash dividends on Series B. Fully diluted earnings per
share for 1988 and 1987 are based upon 10,029,206 shares
outstanding which includes 3,777,609 shares of Class B Com
mon Stock assumed to be issued upon conversion of all
shares of Series A and Series B. Primary earnings per share
for 1986 is based upon the weighted average number of
common shares outstanding of 6,251,402 shares, and on net
income adjusted for cash dividends on Series A and Series B.
in 1986, fully diluted earnings per share and primary earnings
per share are the same since the effect is antidilutive.

HONEYW ELL INC. (DEC)
1988

1987

1986

Net Income (Loss)..............................
Earnings (Loss) Per Common Share
Continuing operations.....................
Discontinued operations.................
Provision for loss on disposal of
discontinued operations.............

$(434.9)

$253.7

$(398.1)

$(10.22)

$ 5.75

$

Net income (loss)...........................
Average Number of Common Shares
Outstanding....................................

$(10.22)

$ 5.75

$ (8.83)

(Dollars and Shares in Millions
Except Per Share Amounts)

.28
(.07)
(9.04)

42.6

44.1

45.1

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Earnings Per Common Share— Earnings per common
share are based on the average number of common shares
outstanding during the year.
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SOCIAL AWARENESS EXPENDITURES

J.C. PENNEY COMPANY, INC. (JAN)

Certain survey companies disclosed contributions to chari
table organizations, grants to community related activities,
expenditures to aid m inority groups or enterprises, and other
forms of social awareness or responsibility. Such disclosures
of social awareness or responsibility are almost always made
in the annual report narrative which is not part of the financial
statements; accordingly, no attempt was made to tabulate
those disclosures. Examples of such disclosures follow.

PUBLiC AFFAiRS
The Company made significant progress during 1988 in its
commitment to contributing to the health and vitality of the
communities in which we do business. Involvement in this
commitment occurred at all levels of the organization in such
broad areas of concern as charitable contributions, communi
ty service programs, and m inority affairs.

INTERNATIONAL MULTIFOODS CORPORATION
(FEB)
COMMUNITY AFFAIRS
Multifoods gave support in fiscal 1988 to worthwhile com
munity programs through its charitable contributions program.
We contributed $711,000 worldwide, or two percent of our
prior year pretax income, to strengthen the communities
where we operate.

While maintaining sound and profitable operations, we want
to use our resources to help address important issues and
meet community needs. We consider our contributions of
dollars and tim e to quality non-profit organizations as invest
ments in our future. Our contributions are directed at four
areas of community service: education, health and welfare,
civic, and culture and the arts. Priority is given to programs in
which employees and retirees are involved, and we want to
recognize those who generously volunteered their time to
community service projects during the year. We continue to
support federated drives, such as the United Way, in all our
plant communities.
In fiscal 1988, we redirected our contributions program to
focus on specific community issues where Multifooods can
make a difference— where we can offer skills and expertise,
as well as charitable dollars. About 20 percent of our total
contributions budget is now targeted at focus issues, which
include:
M inority and higher education. In higher education, priority
is given to programs which fit the company’s business and
knowledge base, such as the baking education program at
Dunwoody industrial Institute; and Minnesota Agriculture in
the Classroom, which has received national recognition for its
effectiveness in teaching today’s students about agriculture.
Hunger. Multifoods has skills and resources to help with this
community concern. Store to Door, in which Multifoods re
tirees are active, offers elderly and disabled Twin Cities
citizens grocery shopping and delivery service. Muitifoods and
its employees also were involved in local and national foodshare drives, contributing food, money and time to help stock
community foodshelves.
Other focus issues are: Community development and re
vitalization, where we give priority to rural and smaller com
munities with fewer resources to draw upon. We also give
priority to touring cultural and arts education programs, includ
ing those which reach people outside metropolitan areas.

Charitable contributions in 1988 were $18.4 million com
pared with $14.5 m illion in 1987. Approximately 70 per cent of
the contributions were made by JCPenney units to community
based organizations and 30 per cent to national organizations
that impact communities in which the Company operates.
JCPenney employees pledged an additional $5.9 million to
local United Ways through payroll deductions and one-time
gifts.
Community service programs were expanded during 1988
with the introduction of the Golden Rule Network. The Network
utilizes the Company’s business television network to provide
information and m aterials that address social issues to com
munities in which we do business. The initial broadcast dealt
with teenage substance abuse.
Volunteerism continued to be encouraged through the
annual Community Service Awards, which recognize em
ployees for outstanding volunteer activities and providing a
contribution to their community organization. The Golden Rule
Award program provides sim ilar recognition to volunteers out
side the Company. This program was expanded to 55 markets
in 1988, and through it the Com pany contributed $259
thousand to local organizations.
The Company is committed to programs fostering equal
opportunity for all and has continued to expand the purchase
of m erchandise and services from m inority-owned com
panies. During 1988, m inority purchases increased to $263.2
million, representing relationships with 1,487 suppliers.

THE QUAKER OATS COMPANY (JUN)
CORPORATE SOCiAL RESPONSiBiLiTY
Since 1947 when The Quaker Oats Foundation was estab
lished, the Company has recognized the importance of provid
ing support to worthy organizations. Quaker has contributed
financial, product and human resources to a variety of pro
grams in the fields of education, health, the arts, social service
and youth development, and to civic and urban organizations.
Two of the Foundation’s goals have been to support organiza
tions in communities where Quaker has operations and to
encourage employees to be actively involved in community
philanthropic programs.

In fiscal 1988, the Foundation contributed $2.7 million in
grants to more than 1,400 organizations. Nearly 70 percent or
$1.8 million of these contributions have benefited communi
ties where Quaker or one of its subsidiaries in the United
States has a presence. In addition, Quaker made product
donations and other cash contributions totaling approximately
$8.5 million. This year, the total contribution by Quaker and the
Foundation was approximately 3 percent of Quaker’s domes
tic pre-tax income.

Social Awareness Expenditures

Through the Foundation’s Matching G ifts Program, Quak
er’s employees and directors may contribute between $25 and
$300 to their favorite non-profit, tax-exem pt educational in
stitution, hospital, health or youth agency, or cultural organiza
tion, and the donation w ill be matched on a 3-for-1 basis. The
Foundation also has expanded the Program to include
matched contributions to social service organizations such as
The Salvation Army and sheltered workshops on a 1-for-1
basis. Quaker retirees also may make donations and receive a
1-for-1 match. In fiscal 1988,1,333 individuals donated gifts to
1,172 organizations. The Foundation’s matching funds totaled
approximately $1 million.
Also in fiscal 1988, the Foundation awarded 220 grants
totaling approximately $75,000 under the Dollars for Doers
Program, which supplements the volunteer efforts of em
ployees in non-profit organizations. The Foundation also con
tributed more than $133,000 to provide scholarship assis
tance for employees’ children, through the National Merit
Scholarship Program and the United Student Aid Fund.
The Foundation continued its support of Lekotek, a network
of centers providing play therapy for fam ilies with handi
capped children. Support from the Foundation has included
publication of a manual on adapting existing toys for use by
handicapped children and development of a training program
for Lekotek leaders. In fiscal 1988, 11 new Lekotek centers
were opened, two of which are in Quaker facility communi
ties— San Francisco, California and Harrisburg, Pennsylva
nia. C urrently, there are 48 Lekotek centers operating
throughout the United States, including nine Lekotek centers
operating in Quaker facility communities.
In addition, the Foundation provided grants to Second Har
vest, a group of food banks distributing food products to the
needy; the Corporate/Community Schools of America, an in
novative elementary school operating on Chicago’s west side;
and the American Institute for Managing Diversity, an Atlantabased organization dedicated to the enrichment and enhance
ment of m ulti-cultural relations.
The Quaker Oats Company is also a partner in the Chicago
Equity Fund, which was formed by Chicago’s major corpora
tions to finance rehabilitation of housing projects for lowincome residents in neighborhoods across the city. Quaker
has also joined other large Chicago corporations to invest in
the M inority Venture Capital Fund, a limited partnership to
provide venture capital for existing minority-owned and oper
ated businesses in the metropolitan area.
Equal Employment Opportunity and Affirm ative Action

Successful business performance depends on the efforts of
the Company’s employees. Quaker is an Equal Opportunity
and Affirm ative Action Employer, recruiting a diverse group of
talented people, and is committed to providing an environment
which fosters their personal and career development. This
commitment includes the employment and advancement of
qualified women, m inorities, the handicapped, and Vietnamera and disabled veterans as well as others.
A dditionally, Q uaker m aintains Affirm ative Purchasing
Programs which monitor and seek to increase vendor partici
pation by m inorities, women, and owners of small and dis
advantaged businesses.
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ROCKWELL INTERNATIONAL CORPORATION
(SEP)
CORPORATE RESPONSIBILITY

We are committed to m aintaining and enhancing our posi
tion as a responsible corporate citizen.
Corporate contributions, educational and developmental
training, environmental management, fair employment prac
tices and the highest standards of business conduct are vital
elements of our corporate responsibility programs throughout
the world.
1988 Charitable Contributions
The company and Its trust fund contributed $11.4 million to
educational, nonprofit service and civic organizations in 346
domestic cities and 44 states, the D istrict of Columbia and
foreign countries. In recognition of Rockwell’s and the nation’s
growing need for qualified engineers and scientists, we will
expand our commitment to education. Direct contributions to
educational institutions totaled $4.2 million in 1988. These
were made prim arily to colleges and universities from which
we recruit employees, to schools with research programs of
Interest to us, and schools and vocational centers in communi
ties where we maintain m ajor facilities. In addition we matched
$600,000 in employee contributions to colleges and universi
ties of their choice.

United Way campaigns in more than 70 communities re
ceived company contributions of $2.3 million in 1988 in addi
tion to substantial amounts pledged by Rockwell people.
The balance of 1988 contributions was made to other health
and human service organizations, civic and community de
velopm ent agencies, national research and public policy
groups, and cultural and performing arts organizations.
Eth ics and Standards o f Business Conduct
We are committed to the highest standards of business
conduct in our commercial and defense businesses. In 1988,
our salaried and hourly people at all significant U.S. facilities
participated in ethics awareness training. A sim ilar program is
underway to train those who work in the field or at remote sites.

Some 85,000 Rockwell people participated in these pro
grams which are designed to help us recognize and respond
to ethical issues affecting us, our customers, stockholders and
communities. The importance of ethical business conduct is
emphasized as an integral part of the Rockwell Credo and in
annual refresher programs.
In addition, our Ombudsman office fielded more than 1,200
reports and inquiries from employees on a broad range of
issues. These matters, plus more than 120 others, were in
vestigated and reviewed under the direction of our senior
management Business Standards Compliance Committee
and appropriate disciplinary and other actions were taken. At
Rockwell, we believe ethics is good business.
Environmental M atters
Under our environmental assessment program, the en
vironmental practices of domestic and international facilities
are regularly reviewed to assure compliance with applicable
federal, state and local laws and regulations. Air emissions,
water discharges and solid and hazardous waste disposal are
carefully monitored.
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In cooperation with federal, state and local environmental
agencies, we evaluate plant sites for potential hazards, and
develop and implement remedial action plans where neces
sary.
Equal Employment O pportunity

We have a well-established and effective program to pro
vide equal employment opportunities to qualified individuals,
regardless of race, color, religion, sex, age, national origin or
handicap.
Our percentage of m inority employees is above the average
for the national labor force, as well as the average for U.S.
manufacturing companies. A special effort is made to attract
both m inorities and women in our college recruiting. Last year,
of 1,236 new college graduates joining Rockwell, 23 percent
were m inorities and 22 percent women.
In addition, in fiscal 1988 we placed more than $92 million in
orders fo r products and services from m inority-ow ned
businesses.

University Affairs

Since Rockwell’s global com petitive position hinges in a
large degree on the skills and knowledge of our 26,900 en
gineers, scientists and technical support people, we have
developed a broad-based program of support for universities
involved with technologies and disciplines of importance to us.
Our participation takes many forms, including gifts in kind,
cash contributions and funding for professorships, scholar
ships, research, sabbatical leaves, visiting professors, and
fellowships. We are guided by long-term objectives and work
closely with faculty and students.
Research funding is coordinated and focused in selected
technologies. Currently 45 universities serve as technology
resources, as a source of talent, or assist our people in main
taining and enhancing their skills through participation in con
tinuing education progams.
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This section reviews the presentation of transactions, other
than net income (loss) for the year, affecting the stockholders’
equity accounts.

T A B L E 4 -1 : P R E S E N T A T IO N O F C H A N G E S IN
R E T A IN E D E A R N IN G S

Statement of Stockholders’
Equity...............................
Separate statement of re
tained earnings.................
Combined statement of in
come and retained earn
ings ..................................
Changes shown in notes.......
Total Companies.............

1988

1987

1988

1985

444

429

413

394

71

78

90

94

RETAINED EARNINGS
P R E S E N T A T IO N O F C H A N G E S IN R E T A IN E D
E A R N IN G S

38
47

47
46

58
39

74
38

600

600

600

600

Table 4-1 summarizes the presentation form ats used by the
survey companies to present changes in retained earnings.
Examples of statements showing the increase or decrease in
retained earnings resulting from 1988 fiscal year transactions
are presented throughout this section.
D IV ID E N D S

Chapter 7B of ARB No. 43, Section C20 of FASB Account
ing Standards— C urrent Text, discusses the accounting for
stock dividends. APB Opinion No. 15, Section E09 of FASB
Accounting Standards-C urrent Text, refers to Chapter 7B
and states in part:

T A B L E 4 -2 : D IV ID E N D S

Number of Companies
1980
1987
1988

1985

324

340

Cash Dividends Paid to
Common Stock Share hol
ders
Per share amount disclosed
in retained earnings state
ments...............................
Per share amount not dis
closed in retained earnings
statements.......................

Total...........................
Cash Dividends Paid to Pre-
ferred Stock Share holders
Per share amount disclosed
in retained earnings state
ments...............................
Per share amount not dis
closed in retained earnings
statements.......................

Total...........................
Dividends Paid By Pooled
Companies..................
Stock Dividends................
Dividends in Kind..............
Stock Purchase Rights........

310

335

165

150

152

159

475

474

487

499

60

79

75

88

80

81

81

98

140

160

158

186

3
12
11
78

3

2
12
17
117

2
10
10
13

8

19
44

48. Stock dividends or splits. If the number of common
shares outstanding increases as a result of a stock divi
dend or stock split or decreases as a result of a reverse
split, the computations should give retroactive recogni
tion to an appropriate equivalent change in capital struc
ture for all periods presented. If changes in common stock
resulting from stock dividends or stock splits or reverse
splits have been consummated after the close of the
period but before completion of the financial report, the
per share computations should be based on the new
number of shares because the readers’ primary interest is
presumed to be related to the current capitalization.
When per share computations reflect such changes in the
number of shares after the close of the period, this fact
should be disclosed.
Table 4-2 shows the nature of distributions made by the
survey companies to their shareholders. Approximately 65%
of the survey companies paying cash dividends to common
stock shareholders indicate the per share amount of such
dividends in the statement o f retained earnings; approximate
ly 43% of the survey companies make a sim ilar disclosure for
cash dividends paid to preferred stock shareholders. Stock
purchase rights enable the holder to purchase additional equi
ty in a company if an outside party acquires or tenders for a
substantial m inority interest in the subject company. Rarely is
an amount attributed to the distribution of such rights.
Examples of distributions to shareholders follow.
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Cash Dividends

HUNT MANUFACTURING CO.

BERGEN BRUNSWIG CORPORATION

C o n s o lid a te d S ta te m en ts o f in c o m e a n d R e ta in e d E arn 
in g s

S ta te m en t o f C o n s o lid a te d R e ta in e d E arn in g s
Dollars in thousands, except for per share amounts
Years ended August 31,
1988
Balance at beginning of year.....
Net earnings for year................
5% stock dividend on Class A
and B Common Stock..........
Cash dividends on Class A
Common Stock ($0.277 in
1988, $0.234 in 1987 and
$0.231 in 1986 per share)....
Cash dividends on Class B
Common Stock ($0.160 per
share)...................................

$118,433
34,730

Balance at end of year..............

$148,153

1987

1986

$106,706
15,887

$110,471
20,661

—

(4,948)

for the fiscal years 1988,1987
and 1986

—

(4,160)

(62)

—
$118,433

Retained earnings, beginning of
year.......................................
Cash dividends on common stock:
1988— $.34 per share
1987— $.29 per share
1986— $.25 per share.............
Excess of cost over proceeds of
treasury shares issued under
stock option and grant plans...

—
$106,706

1986

($000)

(20,328)

(4,098)

1987

1988

Retained earnings, end of year.....

$16,167

$12,378

$ 7,959

56,531

47,541

42,766

72,698

59,919

50,725

(3,639)

(3,136)

(2,696)

(252)

(371)
$68,688

$56,531

(488)
$47,541

INTERNATIONAL PAPER COMPANY
C o n s o lid a te d S ta te m e n t o f C o m m o n S h a re O w n ers’
E q u ity
Treasury Stock

Common Stock Issued
Shares

Amount

Balance, January 1 , 1986................................................................
Public offering of shares............................................................
Issuance of shares for various plans.........................................
Repurchase of common stock....................................................
Cash dividends:
$8.75 redeemable preferred stock.........................................
Dutch auction rate preferred stock ($4.42 average per share)
Common stock ($1.20 per share).........................................
Foreign currency translation......................................................
Net earnings...............................................................................

105,077
5,000
410

$105
5

Balance, December 3 1 , 1986 .........................................................
Issuance of shares for various plans.........................................
Issuance of shares for mergers and acquisitions.......................
Repurchase of shareholder rights...............................................
Cash dividends:
$8.75 redeemable preferred stock.........................................
Dutch auction rate preferred stock ($5.21 average per share)
Common stock ($1.20 per share).........................................
Foreign currency translation......................................................
Net earnings...............................................................................

110,487
271
5,739

Balance, December 3 1 , 1987 .........................................................
Issuance of shares for various plans.........................................
Issuance of shares for mergers and acquisitions.......................
Repurchase of common stock....................................................
Cash dividends:
Dutch auction rate preferred stock ($6.42 average per share)
Common stock ($1.275 per share)........................................
Foreign currency translation......................................................
Net earnings...............................................................................

116,497
227

Balance, December 3 1 , 1988.........................................................

116,724

In millions (except share amounts in thousands)

Paid In
Capital

Retained
Earnings

Shares

Amount

$ 863
164
45

$2,453

9,249

$226

(3,364)
59

(82)
2

9
305

6

1,081
21
10
(3)

2,619
54

5,944
(810)
(103)

146
(19)
(2)

19
407
1,128
16
10

2,933

5,031
(597)
(510)
2,040

125
(14)
(13)
93

(21)
(184)
754
$1,149

$3,482

4,052
31
23
(93)
(21)
(184)
(5)
754

(5)
$117

3,664
40
72
(3)
(3)
(17)
(127)
19
407

(3)
(17)
(127)

116
1

$3,195
169
127
(2)
(7)
(14)
(118)
9
305

(7)
(14)
(118)

110

Total Common
Share Owners’
Equity

5,964

$191

$4,557

319

Dividends

EMHART CORPORATION
S tatem e n t o f Share h o ld e rs ’ E q u ity

Treasury
Stock

Cumulative
Translation
Adjustment

$(49.8)

$(75.2)

For the Years Ended December 31
Preference
Stocks

Common
Stock

Paid-in
Capital

Balance at January 1 , 1986.................. .............................
Net loss............................................................. ..................
Cash dividends declared:
Preference stock— $2.10 a share...................................
Common stock— $.70 a share........................................
Issuance of common stock.................................................
Stock options exercised......................................................
Preference shares converted...............................................
Treasury stock cancellation.................................................
Aggregate adjustment from translation of foreign currency
statements after income taxes of $ 8 .2 ...........................
Divestiture of foreign investments.......................................

$ 1.6

$30.6

$258.6

Balance at December 3 1 , 1986...........................................

1.5

(In Millions Except Share Amounts)

Net earnings.......................................................................
Cash dividends declared:
Preference stock— $2.10 a share...................................
Common stock— $.75 a share........................................
Stock options exercised......................................................
Preference shares converted...............................................
Performance equity shares issued.......................................
2 for 1 stock split in September..........................................
Purchase of common stock................................................
Aggregate adjustment from translation of foreign currency
statements after income taxes of $15.0..........................
Divestiture of foreign investments.......................................
Balance at December 3 1 , 1987...........................................
Net earnings.......................................................................
Cash dividends declared:
Preference stock— $2.10 a share...................................
Common stock— $.82 a share........................................
Stock options exercised......................................................
Preference shares converted...............................................
Money Market Cumulative Preference Stock:
issuance................................................................. .........
Accrued dividends— $861.11 a share............................
Performance equity shares issued.......................................
Aggregate adjustment from translation of foreign currency
statements after income tax benefits of $ 8 .3 .................
Divestiture of foreign investments.......................................
Balance at December 3 1 , 1988...........................................

Retained
Earnings
$443.6
(10.2)

(.1)
(2.9)

31.0

.3
(.2)
.1
31.3
(1.0)

1.3

( .4)

61.7

.5
.1

109.2
1.8
.1
(46.9)

322.8

49.8

391.1

40.0
5.9

40.0
5.9

(29.3)

717.1

106.5

106.5

(.1)
(46.7)

(.1)
(46.7)
4.8

4.5
.2
1.6
(31.3)
(17.4)

280.4

1.7
(18.4)

450.8

57.0
16.5

57.0
16.5

44.2

838.4

126.6

126.6

(.1)
(51.0)

(.1)
(51.0)
7.2

6.7
.3

73.6
(.7)
2.5

73.6
(.7)
.1

74.5

62.4

2.4

289.8

$609.4
(10.2)
(.1)
(42.2)
112.4
1.9

(.1)
(42.2)
3.2
.1

Shareholders’
Equity

525.6

(25.1)
(.5)
18.6

(25.1)
(.5)
970.9

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
18 (In Part): Shareholders’ Equity

Preference Stock
Each share of $2.10 convertible preference stock, which is
convertible into 7.295 shares of Emhart common stock and
subject to certain antidilution provisions, is entitled in liquida
tion to $50 a share pius any unpaid dividends. Such shares
may be redeemed at Em hart's option for $52 a share, plus any
unpaid dividends. At December 3 1 , 1988, 239,568 common
shares were reserved for conversion of the outstanding pref
erence stock.

The Company sold 750 shares of money market cumulative
preference stock at a price of $100,000 per share in November
1988. The net proceeds of $73.6 m illion were used to repay
short-term borrowings incurred to finance recent acquisitions.
Dividends which are cumulative are generally determined
every 49 days through auction procedures. The maximum
applicable dividend rate may range from 110% to 200% of the
60 day “ AA” Composite Commercial Paper Rate. The liquida
tion preference and the redemption price is $100,000 per
share plus any accrued dividends. The dividend rate in effect
at December 3 1 , 1988 was 7¾ %.
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WARNER COMMUNICATIONS INC.
C on so lid ate d

Sta tement of Sh a reh o ld e rs ' E q u ity

(Millions, except per share amounts)
Balance at December 3 1 , 1985...................................... .......................
Net Income....................................................................
Dividends declared (per share);
Common stock ($.275)..............................................
Series A preferred stock ($.735)...............................
Series B preferred stock ($.50).................................
Series C preferred stock ($.70).................................
Issuance of Series A preferred stock............................. .......................
Employee stock option transactions..............................
Dividend reinvestment plan...........................................
Translation adjustment...................................................
Other..............................................................................
Balance at December 3 1 , 1986...................................... .......................
Net Income....................................................................
Dividends declared (per share);
Common stock ($.375)..............................................
Series A preferred stock ($3.625).............................
Series B preferred stock ($.605)...............................
Series C preferred stock ($.70).................................
issuance of Series A preferred stock............................. .......................
Employee stock option transactio n s..............................
Dividend reinvestment plan...........................................
Translation adjustment......................

Preferred
Shares

Common
Shares

Paid in
Capital

Foreign
Currency
Translation
Adjustment

$22.4

$124.6

$ 706.2

$(26.6)

Retained
Earnings
(Accumulated
Deficit)

Common
Shares
In
Treasury

$(213.5)
252.4

$(25.6)

(33.4)
(7.3)
(4.4)
(3.0)
1.0
.1

474.4
15.7
3.3

.2

.4

125.9

1,200.0

10.0

.8
32.4

(25.8)

(9.2)
328.1

(25.6)

(45.8)
(37.3)
(5.3)
(3.0)
1.2
.2

76.4
21.4
6.0

127.3

1,303.8

1.2

26.1

Balance at December 3 1 , 1987........
Net incom e.......................................
Dividends declared (per share);
Common stock ($.52).................
Series A preferred stock ($3.625)
Series B preferred stock ($.916)..
Series C preferred stock ($.70 )...
Employee stock option transactions.
Translation adjustment.....................

33.6

Balance at December 3 1 , 1988........

$33.6

.3

227.5
423.2

(25.6)

(64.7)
(40.4)
( 8. 0)

(3.0)
.5

7.3

$127.8

$1,311.1

( 1. 2)
$ (.9)

$534.6

$(25.6)
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Stock Dividends
JOHN FLUKE MFG. CO., INC.
C o n s o lid a te d S ta te m en ts o f S to ck h o ld ers ’ E q u ity

(In thousands except shares)
Balance, September 2 7 , 1985..................................
Net income..............................................................
Issuance of shares under stock award plans..........
Vesting of 14,612 shares under stock award plans .
5% stock dividend and payment for fractional
shares.................................................................
Exercise of stock options........................................
Income tax benefit from stock award plans.............
Balance, September 2 6 , 1986..................................
Net income..............................................................
Issuance of shares under stock award plans..........
Vesting of 29,054 shares under stock award plans .
5% stock dividend and payment for fractional
shares.................................................................
Income tax benefit from stock award plans.............
Repurchase of shares.............................................
Balance, September 2 5 , 1987..................................
Net income..............................................................
Issuance of 100,000 preferred shares.....................
Issuance of shares under stock award plans..........
Vesting of 40,063 shares under stock award plans .
5% stock dividend and payment for fractional
shares.................................................................
Income tax charge for stock award plans................
Repurchase of shares.............................................
Balance, September 3 0 , 1988..................................

Number of
Common
Shares
Outstanding

Par
Value of
Preferred
Stock

8,039,888

Par
Value of
Common
Stock

Additional
Paid-In
Capital

Retained
Earnings

$2,098

$ 75,037

$44,191

Repurchased
and
Non-Vested
Shares
$ (9,898)

$111,428

(318)
420

12,156
—
420

12,156
318

63,878

402,491
11,564

101
3

11,470
239
40

8,517,821

$2,202

$ 87,104

(38)
242
40

(11,609)

$44,738

$ (9,796)

2,005
30,482

(43)

382,393

855
24

43
825
(9,738)

8,848
(20,247)

(875,034)
$2,202

8,055,662

$ 87,940

$37,005

16,394
(366)

94,556

(3,172)
(49)

406,237

(6,369)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 7 (In Part): Stockholders’ Equity

Dividends. 5% stock dividends were distributed on March
3 1 ,1988, March 3 1 , 1987 and March 3 1 , 1986 to stockholders
of record on March 1 5 ,1988, February 2 5 , 1987 and February
1 4 , 1986, respectively. Stock dividends are recorded at fair
market value. The 1988 and 1987 stock dividends were issued
from repurchased shares instead of issuing new shares. Aver
age shares and share equivalents outstanding and all per
share amounts included in the financial statements and notes
are based on the increased number of shares giving retroac
tive effect to these stock dividends. In November 1988, the
Company announced its initial cash dividend. The first $.05
per share quarterly dividend wilt be paid on January 1 6 ,1989
to stockholders of record on December 1 6 ,1988. In conjunc
tion with the commencement of cash dividends the Company
discontinued the annual stock dividend.

$25

$2,202

$100,747

$43,055

2,005
—
825
(35)
24
(20,247)
$106,820

366
993

12,419
16,419
—
993

9,520
(4,185)

(241,000)
8,315,455

$124,248

$(20,327)

12,419
25

Total
Stockholders’
Equity

$(13,633)

(21)
(49)
(4,185)
$132,396
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CHYRON CORPORATION
C onso lid ate d S tatem en ts o f S h are h o ld e rs ’ E q u ity

Years Ended June 3 0 , 1 9 8 8 ,1987 and 1986
Common Stock
$.01 Par Value
Shares
Amount

Additional
Paid-in
Capital

Balance at June 3 0 , 1985......................................................................................................
Net Income...................................................................................
Cash dividends— $.095 per share................................................
Exercise of stock options..............................................................

10,127,639

3,837

39

19,926

Balance at June 3 0 , 1986......................................................................................................
Net Income...................................................................................
Cash dividends— $.109 per share................................................
Exercise of stock options.............................................................. .........................................

10,131,476

101,315

18,290,217

104,358

1,043

500,067

Balance at June 3 0 , 1987......................................................................................................
Net Income...................................................................................
Cash dividends— $.133 per share................................................
Non-incentive stock option grant..................................................
5% stock dividend........................................................................ .........................................

10,235,834

102,358

18,790,284

511,791

5,118

337,500
1,978,072

Balance at June

10,747,625

$107,476

$21,105,856

......................................................................................................

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

$101,276

Retained
Earnings

$18,270,291

$ 9,628,505
2,329,569
(1,013,060)
10,945,014
2,850,408
(1,171,387)
12,624,035
1,139,164
(1,433,021)
(1,983,190)
$10,346,988

Dividends-ln-Kind

Changes to Common Stock and Cash Dividends

On September 7 , 1988, the Board of Directors declared a
5% stock dividend to shareholders of record November 7,
1988. All data with respect to earnings per share, dividends
per share, and weighted average number of shares outstand
ing has been retroactively adjusted to reflect the stock divi
dend.

CULBRO CORPORATION (DEC)
C o nso lid ate d S ta te m e n t o f O p e ra tio n s a n d R e ta in e d
E arn in g s
Fiscal year (dollars In thousands
except per share data)
Net Income...............................
Retained earnings— at beginning
of year..................................
Dividends..................................
Distribution of consumer fi
nance business.....................
Special distribution....................
Retained earnings— at end of
year.......................................

$

1988

1987

1986

2,386

$ 31,468

$ 25,649

132,092
(3,434)

104,049
(3,425)

(17,263)
—
$113,781

—
—
$132,092

136,826
(3,426)
—
(55,000)
$104,049

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands except per share data)
Note 1 (In Part): Business Dispositions and Acquisitions

On December 1 6 , 1988, the Corporation spun-off its con
sumer finance business to its shareholders in a tax-free dis
tribution of shares in First Financial Caribbean Corporation
(FFCC), form erly HF, Inc. and Doral Mortgage Corporation.
The Corporation’s shareholders received one share in FFCC
for each two shares of the Corporation’s common stock owned
of record on December 6 , 1988. No gain or loss was recog
nized from the distribution and the book value of the consumer
finance business of $17,263 at December 1 6 ,1988 was elim i
nated against the Corporation’s retained earnings. FFCC’s
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results of operations are shown separately in the Corpora
tion’s consolidated results of operations for the periods pre
sented. Revenues of the consumer finance business in 1988,
1987 and 1986 were $27,744, $31,758 and $16,056, respec
tively.

USG CORPORATION
C o n s o lid a te d State m en t o f S to ck h o ld e rs ’ E q u ity

Years ended December 31
$1.80 Convertible
Preferred Stock
(All dollar amounts in thousands)
December 3 1 , 1985.................................................
Net earnings............................................................
Dividends.................................................................
Currency translation adjustment..............................
Stock options exercised...........................................
Restricted stock issuance and amortization.............
Conversion of preferred to common stock..............
Purchase of common stock for treasury.................
Common stock issued for the Donn acquisition.......
Two-for-one common stock s p lit.............................
December 3 1 , 1986.................................................
Net earnings............................................................
Dividends.................................................................
Currency translation adjustment..............................
Stock options exercised...........................................
Restricted stock issuance and amortization.............
Conversion of preferred to common stock..............
Purchase of common stock for treasury.................
A.P. Green dividend distribution..............................
Other net .................................................................
December 3 1 , 1987.................................................
Net earnings............................................................
Dividends (pre-recapitalization)...............................
Currency translation adjustment..............................
Stock options exercised...........................................
Restricted stock issuance and amortization.............
Conversion of preferred to common stock..............
Cash, debentures and common stock issued to
stockholders........................................................

December 3 1 , 1988.................................................

Common Stock

Shares

Amount

Shares

Amount

190,091

$190

32,406,085

$129,624

Capital
Received
in Excess
of Par Value
$

—

Deferred
Currency
Translation
$(34,778)

Reinvested
Earnings
$ 889,295
225,508
(67,201)

11,515

(60,682)

129,409

(61)

129

237,555
17,000
153,403
(16,867,067)
2,792,948
33,694,524

950
68
614
(67,468)
11,172
134,778

52,434,448

209,738

7,955
884
(553)
(18,694)
128,476
(118,068)
—

(632,881)
(16,710)
(23,263)

398,011
204,289
(57,591)

14,186

(61,548)

(61)

303,749
110,000
221,436
(1,437,010)

1,215
440
885
(5,748)

7,821
1,258
(824)
(1.109)

(49,949)
(87,422)
(436)

(1,736)
67,861

68

51,632,623

206,530

5,410

(9,077)

406,902
125,441
(29,034)

3,247

(61,263)

(61)

143,525
1,982,500
220,499
—

—

—

53,967,275

574
233
882

2,837
1,872
(821)

(202,821)

5,397

(1,981,405)

12,183

(5,830)

(1,482,695)

SIGNIFICANT ACCOUNTING POLICIES AND PRAC
TICES
Recapitalization and Restructuring. On July 8 , 1988, hol
ders of USG common stock approved the Corporation’s plan
of recapitalization and restructuring which was previously
approved by the Board of Directors.

The recapitalization became effective on July 13, 1988.
Stockholders of record on that date became entitled to receive
$37 in cash, a $5 face amount 16% junior subordinated pay-in
kind debenture and one new common share in exchange for
each share of old USG common stock. The Corporation re
corded this distribution to stockholders as a dividend, resulting
in a deficit balance in stockholders’ equity at December 31,
1988 in the accomanying financial statements. To finance the

recapitalization, the Corporation assumed approximately $2.5
billion in new debt.
The Corporation has undertaken a comprehensive restruc
turing plan designed to generate the increased cash flow
required to make scheduled interest and principal payments
on this indebtedness. There are three principal features of the
restructuring plan. First, the Corporation plans to sell certain
assets and businesses, as discussed below. Second, the
Corporation will discontinue products and channels of dis
tribution which do not meet minimum return on investment
criteria. Third, reductions have been and w ill be made in
overall operating expenses and in capital expenditures.
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Recapitalization and restructuring expenses for 1988 re
flect non-recurring pre-tax charges of $10,714,000 for the
buyout of stock options, $6,300,000 for transaction costs and
$3,038,000 for costs associated with a salaried workforce
reduction program.
The Corporation capitalized the m ajority of the costs in
curred to secure financing of the recapitalization and is amor
tizing these costs over the life of the related borrowings.
Certain fees and expenses to develop and implement the
recapitalization were charged directly to stockholders’ equity.
During 1987, the Corporation recorded pre-tax charges
totaling $53,367,000 related to the restructuring and write
down of certain operations and the implementation of early
retirement and salaried workforce reduction programs.

SUN COMPANY, INC.
Consolidated Statements o f C h an g e s

in S to c k h o ld e rs ’

E q u ity

(Dollars in Millions,
Shares in Thousands)

Preferred Stock
Par
Number of
Value
Shares

At December 3 1 , 1985.................................................................
Net income...................................................................................
Conversion of preferred stock.....................................................
Cash dividend payments..............................................................
Issued under management incentive plan....................................
Foreign currency translation adjustment......................................
Other............................................................................................

945
—
(294)
—
—
—
—

$ 1
—
—
—
—
—
—

At December 3 1 , 1986.................................................................
Net income...................................................................................
Conversion of preferred stock.....................................................
Cash dividend payments..............................................................
Issued under management incentive plan....................................
Foreign currency translation adjustment......................................
Other............................................................................................

651
—
(137)
—

$ 1
—
—
—
—
—
—

At December 3 1 , 1987.................................................................
Net income...................................................................................
Conversion of preferred stock.....................................................
Redemption of preferred stock (Note 14)....................................
Distribution of Sun E&P Co. common stock (Notes 2 and 17)....
Cash dividend payments..............................................................
issued under management incentive plans..................................
Foreign currency translation adjustment......................................
Other............................................................................................

514

At December 3 1 , 1988.................................................................

NOTES TO CO NSOLIDATED FIN AN C IAL STATE
MENTS
2 (In Part): Changes in Business
On July 7 , 1988, the Board of Directors of the Company
approved a restructuring plan for Sun. An important element of
this plan was the distribution of the common stock of Sun E&P
Co. to the common shareholders of the Company. Other major
elements of the restructuring plan include the expansion of
Sun’s domestic refining and marketing business, write-downs
of assets intended for sale and employee term inations and
office closings, the development of Sun’s international oil and

—

—
—
—

(456)
(58)
—
—
—
—
—
—

$ 1
—
(1)
—
—
—
—
—
—
$---

Common Stock
Number of
Par
Shares
Value

Capital in
Excess of
Par Value

Transla
tion
Adjust
ment

$126
—
1
—
—
—
—

$1,469
—
—
—
6
—
—

$(115)
—
—
—
—
7
—

$4,584
385
—
(326)
—
—
—

$127
—
—
—
1
—
—

$1,475
—
—
—
13
—
—

$(108)
—
—
—
—
37
—

$128
—
1
—
—
—
—
—
—

$1,488
—
—
(3)
(191)
—
4
—
(5)
$1,293

$ (71)
—
—
—
—
—
—
59
—

$4,643
348
—
(325)
—
—
—
$4,666
7
—
—
(1,458)
(287)
—
—
—

S (12)

$2,928

126,246
—
613
—
175
—
(2)
127,032
—
286
—
371
—
(2)
127,687
—
951
—
—
—
141
—
(3)
128,776

$129

Earnings
Employed
in the
Business

gas exploration and production operations and an increase in
the Company’s stock repurchase program.
The following is a summary of Sun’s significant changes in
business resulting from the implementation of the restructur
ing plan as well as Sun’s other significant changes in business
during the three-year period ended December 3 1 , 1988.
The Distribution
On November 1, 1988, the Company distributed on a pro
rata basis to holders of its issued and outstanding common
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stock (Sun Common Stock) substantially all of the issued and
outstanding shares of common stock of Sun E&P Co., with no
consideration being paid by such holders of Sun Common
Stock (Distribution). Each holder of Sun Common Stock on
October 14, 1988, the record date for the Distribution, re
ceived one share of common stock o f Sun E&P Co. for each
share of Sun Common Stock owned.
To im plem ent the D istribution, certain recapitalization
transactions were undertaken including the redemption of the
Company’s outstanding preferred stock (Note 14), the purch
ase of certain of Sun’s recourse long-term debt obligations
(Note 12) and a recapitalization of Sun E&P Co. and its sub
sidiaries (Sun E&P). As part of this recapitalization, Sun E&P
borrowed $1 billion from independent parties, the proceeds of
which were paid to Sun. The Company then made a capital
contribution to Sun E&P of $378 m illion which provided Sun
E&P with $154 m illion in cash and settled all intercompany
receivables and payables between Sun and Sun E&P, except
for those which pertained to ongoing trade relationships in the
ordinary course of business.
Prior to the Distribution, Sun E&P owned Sun’s domestic oil
and gas exploration and production business. As a result of
the Distribution, Sun and Sun E&P became independent com
panies with separate and independent boards of directors,
managements and employees. Sun did not retain any oil and
gas exploration or production business in the United States.
The information pertaining to domestic oil and gas activities
found in Supplemental Financial and Operating Information—
Oil and Gas Data reflects the size and scope of the business
conducted by Sun E&P prior to the Distribution. Sun E&P had
sales and other operating revenue and net income (loss) of
$1,097 and $(313) m illion for the ten months ended October
31, 1988 and $1,465 and $158 million for the year ended
December 31, 1987, respectively. The net loss for the ten
months ended October 3 1 , 1988 included a $260 million after
tax provision fo r write-down of assets and other matters which
pertained to Sun E&P Co. (see W rite-downs of Assets and
Other Matters below). The effect of the Distribution on Sun’s
financial position is set forth in Note 17.
The Distribution has been accounted for as a “ spin-off” with
a pro rata reduction in Sun’s earnings employed in the busi
ness and other stockholders’ equity in an aggregate amount
equivalent to the stockholders’ equity of Sun E&P.
For purposes of governing certain of the ongoing rela
tionships between Sun and Sun E&P after the date of the
Distribution and to provide for an orderly transition from a
parent-subsidiary relationship to the status of two separate
independent com panies, Sun and Sun E&P entered into
several agreements (collectively the Distribution Agreement).
Among other things, the Distribution Agreement provides that
Sun and Sun E&P are responsible for all damages, claims and
liabilities relating to their respective business activities prior to
and after the Distribution. The insurance accruals of Sun and
Sun E&P were adjusted accordingly as of the date of the
Distribution. In addition, Sun E&P has historically received
from Sun services or support in various adm inistrative areas.
Likewise, Sun E&P has provided various services to Sun. The
Distribution Agreement provides that these services w ill be
provided at cost plus for varying periods of time, not to exceed
27 months from the Distribution.

Stock Purchase Rights
AIR PRODUCTS AND CHEMICALS, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

9. Capital Stock
The authorized capital stock consists of 25 million preferred
shares with a par value of $1 per share, none of which was
outstanding at 30 September 1988 and 150 million shares of
Common Stock with a par valueof $1 per share. At 30 Septem
ber 1988, the number of shares of Common Stock outstanding
was 54,853,890 after deducting 7,510,006 shares of Treasury
Stock.
In March 1988, the Board of Directors adopted a Share
holder Rights Plan and declared a dividend of one Preferred
Stock Purchase Right for each outstanding share of Common
Stock. Such rights only become exercisable, or transferable
apart from the Common Stock, ten business days after a
person or group (Acquiring Person) acquires beneficial own
ership of, or commences a tender or exchange offer for, 20%
or more of the company’s Common Stock. Each right then
may be exercised to acquire one one-hundredth of a share of a
newly created Series A Junior Participating Preferred Stock at
an exercise price of $200, subject to adjustment. Alternatively,
upon the occurrence of certain events (for example, if the
company is the surviving corporation in a merger with an
Acquiring Person), the rights entitle holders other than the
Acquiring Person to acquire Common Stock having a value of
twice the exercise price of the rights, or, upon the occurrence
of certain other events (for example, if the company is ac
quired in a merger or other business combination transaction
in which the company is not the surviving corporation), to
acquire common stock of the Acquiring Person having a value
twice the exercise price of the rights. The rights may be
redeemed by the company at $.01 per right at any tim e until
the tenth day following public announcement that a 20% posi
tion has been acquired. The rights w ill expire on 16 March
1998.

BOISE CASCADE CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS

7 (In Part): Shareholders’ Equity
Common S tock. A t D ecem ber 31, 1988, there were
44,921,814 common shares outstanding. Of the unissued
shares, a total of 58,656,162 shares were reserved for the
following; 51,788,988 shares for the common share rights
discussed below, 4,614,801 shares for issuance under the
1984 Key Executive Stock Option Plan, 2,234,784 shares for
conversion of 7% convertible subordinated debentures, and
17,589 shares for the Incentive Stock Plan.
In December 1988, the Company redeemed the rights
which had been issued under a shareholder rights plan
adopted in January 1986. One right was attached to each
share of the Company’s common stock, and the redemption
price was 10¢ per right.
Pursuant to a new shareholder rights plan adopted in
December 1988, holders of common stock received a distribu
tion of one right for each common share held. The rights
become exercisable ten days after a person or group acquires
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20% of the Company’s outstanding voting securities or com
mences or announces an intention to commence a tender or
exchange offer that could result in the acquisition of 30% of
these securities. The rights also become exercisable if a per
son or group acquires 15% or more of the Company’s out
standing voting securities and is deemed by the board of
directors to have interests adverse to those of the Company
and its shareholders. Upon the occurrence of certain events
after the rights become exercisable, each right would, subject
to certain adjustments and alternatives, entitle the rightholder
to purchase common stock of the Company or the acquiring
company having a m arket value of twice the $175 exercise
price of the right (except that the acquiring person or group
and other related holders would not be able to purchase
common stock of the Company on these term s). The rights are
nonvoting, may be redeemed by the Company at a price of 1¢
per right at any tim e prior to the tenth day after an individual or
group acquires 20% of the Company’s voting stock, unless
extended, and expire in 1998. Additional details are set forth in
the Rights Agreement filed with the Securities and Exchange
Commission on December 1 9 , 1988.

DELUXE CORPORATION (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

9. Common Stock Purchase Rights
On February 5 , 1988, the Company declared a distribution
to shareholders of record on February 2 2 , 1988, of one com
mon stock purchase right for each outstanding share of com
mon stock. Each right entities the holder to purchase one
share of common stock at an exercise price of $100.00. The
rights become exercisable if a person acquires 20% or more of
the Comany’s common stock or announces a tender offer for
30% or more of the Company’s common stock. The rights may
be redeemed by the Company at a price of $.01 per right at any
time prior to the 30th day after a 20% position has been
acquired.
If the Company is acquired in a merger or other business
combination, each right will entitle its holder to purchase com
mon shares of the acquiring company having a market value
of twice the exercise price of each right (i.e., at a 50% dis
count). If an acquiror purchases 35% of the Company’s com
mon stock or obtains working control of the Company and
engages in certain self-dealing transactions, each right will
entitle its holder to purchase a number of the Company’s
common shares having a market value of twice the right’s
exercise price. Each right w ill also entitle its holder to purchase
the Coma ny’s common stock at a sim ilar 50% discount in the
event an acquiror merges into the Company and leaves the
Company’s stock unchanged.

WEST POINT-PEPPERELL, INC. (SEP)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note L : Shareholder Rights Plan

On October 3 0 , 1987, the Company’s Board of Directors
declared a dividend of one preferred share purchase right (the
“ Rights” ) for each outstanding share of common stock. Under
certain circumstances, a Right may be exercised to purchase
one one-thousandth of a share of Series A Junior Participating
Preferred Stock at an exercise price of $90. The terms of the
Rights were amended on June 1, 1988 and November 2,
1988.
As amended, the Rights become exercisable 10 days after
a person or group acquires 10% or more of the Company’s
outstanding common stock, or at such earlier date as may be
determined by the Company’s Board of Directors.
if the Rights become exercisable, each Right will entitle the
holder thereof to purchase 1/1000 of a share of Series A
Preferred Stock. In addition:
1. If on or prior to June 1 , 1990, a person or group acquires
10% or more of the outstanding common stock of the Com
pany, the holder of each right not owned by the 10%-or-more
shareholder would be entitled to purchase for $90 (the exer
cise price of the Right) common stock of the Company having
a market value equal to $180. Additionally, under certain
circumstances, the Board of Directors at its option may ex
change all or part of the then-outstanding Rights (except
Rights held by the 10%-or-more shareholder, which would be
void) for shares of the Company’s common stock at an ex
change ratio of one share per Right.
2. If the Company is a party to certain mergers or business
combination transactions or transfers 50% or more of its
assets or earnings power, each Right will entitle its holder to
buy a number of shares of common stock of the acquiring or
surviving entity (or of the Company in certain instances) hav
ing a market value of twice the exercise price of the Right.
On November 1 4 ,1988, the United States District Court for
the Northern District of Georgia issued a prelim inary injunction
against the enforcement of the provisions of the Rights de
scribed in paragraph 1 above. The court’s decision is currently
on appeal to the Court of Appeals for the Eleventh Circuit.
The Rights expire November 23, 1997, and may be re
deemed by the Company for $.02 per Right at any tim e prior to
an acquisition of 10% or more of the common stock of the
Company and, provided that no change in control of the Com
pany’s Board of Directors has occurred, for 10 days after such
an acquisition.
The principal term s of the Rights are set forth in a registra
tion statement on Form 8-A filed with the Securities and Ex
change Commission on November 1 1 ,1987, as amended by
a Form 8 filed June 2 , 1988.
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ADJUSTMENTS TO OPENING BALANCE OF
RETAINED EARNINGS
Reasons for which the opening balance of retained earn
ings is properly restated include certain changes in accounting
principles, changes in reporting entity, and prior period adjust
ments. Statem ent o f Financial Accounting Standards No. 16
(Section A35 of FASB Accounting Standards— Current Text),
as amended by SFAS No. 96, stipulates that only corrections
of errors are properly accounted for as prior period adjust
ments.
Table 4-3 summarizes the reasons disclosed by the survey
companies as to why the opening balance of retained earn
ings was adjusted. As shown in Table 4-3, the most frequently
disclosed reason for adjusting the opening balance of retained
earnings was for a change in accounting for income taxes.
Examples of adjustments to the opening balance of retained
earnings follow.

TABLE 4-3: ADJUSTMENTS TO OPENING
BALANCE OF RETAINED EARNINGS
Number of Companies
Income taxes.........................
Poolings of interests.............
LIFO discontinued.................
Loan fees..............................
Successful efforts method
adopted.............................
Other— Described.................

1988

1987

25
8
5
3

10
11
2
3

1988
—

13
1
—

_

1
5

5
2

3

1985
—
10
4
—
2
3

Pooling Of Interests
LEGGETT & PLATT, INCORPORATED
C onso lid a te d S ta te m en ts o f C h an g es In S h a re h o ld e rs ’
E q u ity

(Dollar amounts in thousands, except per share data)

Common
Stock

Balances-J anuary 1 , 1986
As previously reported.............................................................................................
Adjustment for poolings of interests.......................................................................

$16,321
651

As restated..........................................................................................................
Common stock issued in connection with employees' stock option and benefit plans.
Treasury stock sold or retired.....................................................................................
Treasury stock purchased............................................................................................
Tax benefit related to stock options............................................................................
Reclassify undistributed subchapter “ S" earnings of pooled company.......................
Net earnings for the year.............................................................................................
Cash dividends
Leggett & Platt, Incorporated ($.40 per share).......................................................
Pooled companies....................................................................................................

16,972
191
(12)

Balances— December 3 1 , 1986....................................................................................
Treasury stock s o ld .....................................................................................................
Treasury stock purchased............................................................................................
Tax benefit related to stock options............................................................................
Other............................................................................................................................
Net earnings for the year.............................................................................................
Cash dividends
Leggett & Platt, Incorporated ($.56 per share).......................................................
Pooled companies....................................................................................................

17,151

Balances— December 31,1987....................................................................................
Common stock issued in connection with employees’ stock option and benefit plans.
Treasury stock sold or retired.....................................................................................
Treasury stock purchased............................................................................................
Tax benefit related to stock options............................................................................
Net earnings for the year.............................................................................................
Cash dividends
Leggett & Platt, Incorporated ($.64 per share).......................................................
Pooled companies....................................................................................................

17,151
315
(391)

Balances— December 3 1 , 1988....................................................................................

Additional
Contributed
Capital
$21,699
(164)

$129,040
6,507

21,535
2,270
326

135,547

87
983

Treasury Stock
Cost
Shares

Retained
Earnings
$

(699)

46,471

(699)

46,471

1,779
(11,711)

(82,039)
457,219

(10,631)
9,873
(8,875)

421,651
(391,064)
377,224

(9,633)

407,811

13,225
(4,888)

(544,650)
189,024

$(1,296)

52,185

(983)
31,955
(6,456)
(4,383)

25,201
(2,954)
83
(102)

22,228
4,314
(9,674)

155,680

220
38,664
(9,118)
(39)
185,407

1,442
37,729
(10,723)
(1,054)
$17,075

$18,310

$211,359
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

WESTINGHOUSE ELECTRIC CORPORATION

B (In Part): Acquisitions

During 1988, the Company acquired three privately owned
companies in transactions accounted for as poolings of in
terests. The companies prim arily manufacture office chair
controls and metal chair bases for office and institutional
furniture, wire springs and wood frames for bedding, and
cotton and polyester fiber products. In exchange for ail of the
outstanding capital stock of these acquired companies, the
Company issued 638,419 shares of its common stock. An
option for an additional 139,610 shares of the Company’s
common stock at approximately $5 per share was also ex
tended to convert a previously existing option. The accom
panying financial statements for periods prior to acquisition
dates have been restated to reflect the accounts and opera
tions of these acquired companies. Combined results of op
erations for 1988 are not significantly different than previously
reported. Separate results of operations of the Company and
the pooled companies for the years ended December 31,
1987 and 1986 are as follows:
(OOO’s, except per share data)
Net sales:
Leggett & Platt.......................................
Pooled companies...................................
Combined..........................................

$648,253
30,687
$678,940

$584,967
30,002
$614,969

Earnings from continuing operations:
Leggett & Platt (1)..................................
Pooled companies (2)..............................
Combined..........................................

$ 37,469
1,195
$ 38,664

$ 36,225
471
$ 36,696

Net Earnings:
Leggett & Platt (1)..................................
Pooled companies (2)..............................
Combined..........................................

$ 37,469
1,195
$ 38,664

$ 36,225
(4,270)
$31,955

$2.28
2.24

$2.07
2.10

2.22
2.19

2.03
2.06

2.28
2.24

2.07
1.83

2.22
2.19

2.03
1.80

Earnings per Share:
Continuing operations
Primary
As previously reported....................
As restated....................................
Fully diluted
As previously reported....................
As restated....................................
Net Earnings
Primary
As previously reported....................
As restated....................................
Fully diluted
As previously reported.....................
As restated....................................

Changes In Accounting Principles

1987

S tatem e n t o f Re ta in e d E a rn in g s
Year Ended December 31

1988

1987

1986

($ millions)
Balance at beginning of year, as
previously reported..............
Adjustment for the cumulative
effect on prior years of ap
plying the new method of
accounting for:
Loan origination fees (note 1)
Income taxes (notes 1 and 3)

$4,441.6

$3,470.7

(18.0)
(493.4)

(13.5)
—-

Balance at beginning of year, as
adjusted.................................
4,091.8
3,425.9
Net income.....................................
822.8
900.5
Dividends.......................................
(278.0) (234.6)

3,457.2
172.9
(204.2)

Balance at end of year..............

(32.1)
(317.7)

$3,937.3

$4,636.6

$4,091.8

$3,425.9

1986
NOTES TO THE FINANCIAL STATEMENTS

(1) As restated to conform to the provisions of FAS No. 96 discussed in
Note E.
(2) Effective from July, 1987, to the date of its acquisition, one of the
pooled companies was taxed as an S Corporation and, therefore, federal and
state income taxes were assessed to the shareholders. For purposes of the
consolidated financial statements, income taxes have been provided on this
company’s earnings at the rates which would have been applicable had such
earnings been taxed to it.

Note 1 (In Part): Summary o f Significant Accounting Poli
cies

Revenue Recognition
Sales are recorded prim arily as products are shipped and
services are rendered. The percentage-of-com pletion method
of accounting is used for nuclear steam supply system orders
with delivery schedules generally in excess of five years and
for certain construction projects where this method of account
ing is consistent with industry practices.
Revenues from financing services generally are recog
nized on the accrual method. When accounts become delin
quent for more than two payment periods, generally sixty
days, income is recognized only as payments are received.
In 1988, the Corporation retroactively adopted the require
ments of a new accounting standard which requires the amor
tization of income related to non-refundable loan fees over the
life of the loan instead of recognition at tim e of loan origination.
The retroactive application of the new standard resulted in a
decrease in net income of $5.7 m illion ($.04 per share), $14.1
million ($.10 per share) and $4.5 m illion ($.03 per share) in
1 98 8,1987 and 1986.
Note 3 (In Part): Income Taxes

The Corporation adopted SFAS 96, “ Accounting for In
come Taxes’’ retroactive to January 1, 1986. The effect of
adopting SFAS 96 on net income was an increase in $58.8
million ($.40 per share) in 1988, an increase of $175.7 million
($1.21 per share) in 1987 and a decrease of $493.4 million
($3.24 per share) in 1986. Certain amounts in these financial
statements have been restated as a result of this accounting
change.
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BROWN & SHARPE MANUFACTURING COMPANY
C o nso lid a te d S tate m e n t o f Share o w n ers ’ E q u ity

For the Years Ended December 31, 1988; December 26,
1987; and December 2 7 , 1986.
(Dollars in thousands except per share data)
Earnings
Employed
in the
Business

Common
Stock
$1 Par
Value

Additional
Paid In
Capital

Balance— December 2 8 , 1985, previously reported.....................................
Cumulative effect of the change in accounting for income taxes..................

$3,755
—

$47,745
—

$40,341
(2,700)

Balance— December 2 8 , 1985, restated.......................................................

37,641

3,755

47,745

Net (loss)......................................................................................................
Cash dividends ($.30 per share)...................................................................
Stock options exercised................................................................................
Common stock purchased for treasury (29,023 shares) and other treasury
stock transactions.....................................................................................
Amortization of Company guaranteed ESOP bank loan..................................
Foreign currency translation adjustment.......................................................

—
—
34

—
—
538

Balance— December 2 7 , 1986.......................................................................

3,789
—
—
7

48,337

. —

4
—
46

Net (loss)......................................................................................................
Cash dividends ($.30 per share)...................................................................
Stock options exercised................................................................................
Common stock purchased for treasury (63,436 shares) and other treasury
stock transactions.....................................................................................
Foreign currency translation adjustment.......................................................
Balance— December 2 6 , 1987.......................................................................
Net income...................................................................................................
Cash dividends per share ($.31 Class A and $.12 Class B )..........................
Stock options exercised................................................................................
Treasury stock transactions...........................................................................
Foreign currency translation adjustment.......................................................
ESOP loan retirement....................................................................................
Unallocated ESOP shares from pension termination.....................................
Class B stock dividend.................................................................................
Other............................................................................................................
Balance— December 3 1 , 1988.......................................................................

_
—
—
—

—
—
3,796
—
—
2
—
—
—
—
1,165
—
$4,963

7
—
—
47
—
—
110

48,497
—
—
43
—
—
—
—
(1.171)
46
$47,415

ESOP
Loan

Cumulative
Foreign
Currency
Translation
Adjustment

Treasury
Stock

$(5,250)
—

$(2,368)
—

$(4,713)
—

(5,250)

(2,368)

(4,713)
—
—
—

—
—
—

—
—
—

_

__

__

—
—
—

750
—
—

—
7,659
—

(611)
—
—
10

5,291

(5,314)

(1,605)
(1.415)
—

34,621

(4,500)
—
—
—

(1,633)
(1,407)
—

_

_

—

—

3,341
(1,411)
—
—
—
—
—
—

—
—

$ 7,685

(4,500)
—
—
—
—
—
4,500
—
—

—
$33,511

$

__
10,066
—
15,357
—
—
—
—
(7,672)
—
—
—
—

—

—

31,581

—
—
—

—
—
—
(955)
—
10
(6,259)
—
—
—
(28)
—
—
(1.528)
—
34
$(7,781)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

(Dollars in thousands except per share data)
2 (In Part): Income Taxes
in 1988, the Company adopted Statement of Financial
Accounting Standards No. 96 “Accounting for Income Taxes”
(SFAS 96). The provisions of SFAS 96, which requires an
asset and liability approach in accounting for income taxes,
have been applied retroactively to the beginning of fiscal 1986.
Accordingly, earnings employed in the business at the begin
ning of 1986 was reduced by the cumulative effect of $2,700.
The change did not have a material effect on the net income

for 1988; however, net loss for 1987 and 1986 increased by
$466 ($.10 per share) and $359 ($.08 per share), respectively.
Additionally, the effects of foreign currency rate changes on
the translation of restated deferred taxes have been included
in the cum ulative foreign currency translation adjustment
account. The deferred tax liability relates prim arily to deprecia
tion and foreign inventory allowances.
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NATIONAL SEMICONDUCTOR CORPORATION
C o nso lid a te d S ta te m en ts o f S h a reh o ld e rs ’ E q u ity

(in millions)

Balances at May 3 1 , 1985, as previously reported............................
Cumulative effect of the 1988 change in accounting for income taxes
Balances at May 3 1 , 1985, as restated...............................................
Net loss...............................................................................................
Preferred stock offering, net of issuance costs...................................
Preferred stock dividends of $28.67 per share...................................
Issuance of common stock under option, purchase and award plans.
Contributions to Retirement and Savings Program..............................

Preferred Stock
Shares Amount
—
—
—
—
—
—

Common Stock
Shares Amount

Additional
Paid-In
Capital

Retained
Earnings

Total

89.1
—

$44.5
—

$350.9
—

$285.8
(62.4)

$ 681.2
(62.4)

350.9

223.4
(93.4)

89.1

44.5

—

—

—

0.3
—
—
—

$0.1
—
—
—

—

—

—
1.4
0.1

—
0.8
—

120.8
—
11.8
1.0

(7.2)
—
—

618.8
(93.4)
120.9
(7.2)
12.6
1.0

Balances at May 3 1 , 1986, as restated...............................................
Net loss..............................................................................................
Issuance of common stock and warrants, May 1987, net of issuance
costs..............................................................................................
Preferred stock dividends of $40.00 per share...................................
Issuance of common stock under option, purchase and award plans.
Contributions to Retirement and Savings Program..............................

0.3
—

0.1
—

90.6
—

45.3
—

484.5
—

122.8
(23.4)

652.7
(23.4)

—
—
—

—
—
—

10.4
—
1.3
0.2

5.2
—
0.7
0.1

190.9
—
10.3
1.5

Balances at May 3 1 , 1987, as restated..............................................
Net earnings........................................................................................
Issuance of common stock and warrants to acquire Fairchild.............
Preferred stock dividends of $40.00 per share...................................
Issuance of common stock under option, purchase and award plans.
Contributions to Retirement and Savings Program..............................
Common stock repurchased and cancelled.........................................

0.3
—

0.1
—
—

—

—

102.5
—
4.1
—
1.5
0.3
(0.6)

51.3
—
2.1
—
0.7
0.1
(0.3)

687.2
—
119.7
—
13.1
2.7
(5.2)

Balances at May 2 9 , 1988..................................................................

0.3

$0.1

107.8

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 2. A ccounting Changes— Accounting fo r Income
Taxes (Fiscal 1988)

The Company has elected earl y adoption of Statement of
Financial Accounting Standards No. 96 (SFAS No. 96)
“ Accounting fo r income Taxes" with retroactive application to
all periods presented in the accompanying financial state
ments. SFAS No. 96 changed the criteria for measuring the
provision fo r income taxes and recognizing deferred tax
assets and liabilities on the balance sheet. The statement
restricts recognition of deferred tax assets and further requires
that all deferred tax balances be determined by using the tax
rate expected to be in effect when the taxes will actually be
paid. Further, the tax benefit attributable to the utilization of
operating loss carryforwards is used to directly reduce the
income tax provision rather than recorded as extraordinary
credits.
Implementation of SFAS No. 96 resulted in increased net
earnings of $2.3 m illion in 1988 (or $.02 per share) and, on a
re s ta te basis, a reduction of $1.2 m illion (or $.02 per share)
and an increase of $1.9 m illion (or $.02 per share) in net losses
for 1987 and 1986, respectively. The cumulative effect of the
change in accounting for income taxes on years ending prior
to June 1, 1985 is included in the accompanying financial
statements as a reduction of retained earnings on June 1,
1985 and amounts to $62.4 million.

—

_

—
—

—

—

—

—

—

$53.9

—

$817.5

—

.
—

196.1
(10.0)
11.0
1.6

89.4
62.7
—
(10.0)
—
—
—

828.0
62.7
121.8
(10.0)
13.8
2.8
(5.5)

(10.0)
—

$142.1

$1,013.6
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Prior Period Adjustment

BLOUNT, INC.
Consolidated Statements o f Retained Earnings

AMERICAN BUILDING MAINTENANCE
INDUSTRIES, INC.

For the years ended the last
day of February
1987

1988

1986

In thousands
Balance at beginning of period, as
originally reported................................
Adjustment for the cumulative
effect of a change In accounting
principle (See Note 1 ) ......................
Balance at beginning of period, as
restated........................................................
Net Income........................................................
Less cash dividends:
Common stock (Class A —$.45
per share and Class B—$.40
per share)............................................
Preference stock ($6.00 per
share)......................................................
Balance at end of period........................

$119,884

(3,577)

$117,856

(3 ,774)

$110,842

114,082
7,4 12

108,345
10,936

124,234

121,494

119,281

5 ,111

Years Ended October 3 1 , 1986,1987 and 1988
(in thousands, except per share amounts)

(2,497)

116 ,30 7
7,9 2 7

5 ,12 7

Consolidated Statements o f Shareholders’ Equity

5,088

45

76

111

5 ,17 2

5 ,18 7

5,199

$119,062

$116,307

$114,082

N O T E S TO F IN A N C IA L STA TEM EN TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies

Inventories:
The Company adopted the lower of first-in, first-out
(“FIFO”) cost or market in valuing all its inventories effective
September 1 , 1987. Previously, a significant amount of the
Company’s inventories had been valued by the lower of lastin, first-out (“LIFO”) cost or market method. The change re
sulted in an increase in net income of $3.7 million ($.31 per
share) for the year ended February 2 9 ,1988. The adoption of
this policy was applied retroactively and, as a result , retained
earnings at March 1 , 1985were decreased by $2.5 million and
net income was increased by $197 thousand ($.02 per share)
in 1987 and decreased by $1.3 million ($.11 per share) in
1986. The Company believes that the FIFO method of inven
tory valuation is a better measure of the financial position of
the Company as it reflects more recent costs In the balance
sheet. The change to FIFO will conform all the Company’s
inventories to the same valuation method. The Company con
tinues to emphasize Japanese manufacturing techniques and
just-in-time methods and, as a result of this focus, the Com
pany expects inventory reductions and lower production costs
in certain manufacturing operations in future years. Under the
current economic environment of low inflation and an ex
pected reduction in inventory and lower production costs, the
Company believes that the FIFO method results in a better
matching of costs and revenues as compared to the LIFO
method.

Common Stock
Amount
Shares
Balance October 3 1,
1985, as previously
reported..............................
Prior period adjust
ment (Note 2 ) ........
Balance October 3 1,
1985, as restated. . . .
Net income as res
tated ..............................
Dividends ($.88 per
common share). ..
Stock issued under
employees’ stock
purchase plan and
for acquisitions....
Balance October 3 1,
19 8 6
.......................
Net income......................
Dividends ($.90 per
common share). ..
Stock issued under
employees' stock
purchase plan and
for acquisitions....
Balance October 3 1,
19 8 7
.......................
Net income......................
Dividends ($.915 per
common share). . .
Stock reacquired........
Stock issued under
employees’ stock
purchase plan and
for acquisitions....
Balance October 3 1,
19 8 8
.......................

3,659

$37

Additional
Capital

$13,670

Retained
Earnings
(Restated)
(Note 2)

$50,356
(9,397)

3,659

37

40,959

13,670

2,763
(3,261)

1 ,7 1 4

83
3,742

37

15,384

40,461
4,922
(3,424)

99

1

2,055

3,841

38

17,439

(136)

(1)

(3,362)

122

1

2,267

3,827

$38

$16,344

41,959
7,10 0
(3,523)

$45,536

N O T E S T O C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
2. Adjustment o f Prior Years’ Financial Statem ents

The Company is primarily self-insured for property damage
and personal liability and workers’ compensation coverages,
up to certain limits. Based on an analysis of insurance claims,
the Company has determined that in certain prior years the
effect of claims incurred but not reported was not considered,
resulting in an understatement of insurance expense and
accrued insurance claims. As a result, the Company has
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restated net income for 1986 and retained earnings as of
October 31, 1985, 1986 and 1987 to provide for increased
accrued insurance claims.
The effect of the restatement is to increase the accrued
insurance claim s liability by $22,506,000, and decrease de
ferred income taxes by $10,701,000 at October 31, 1987,
decrease net income for 1986 by $2,408,000 or $.65 per
share, and decrease retained earnings at November 1 , 1985
by$9,397,000, and at O ctober3 1 , 1986 and October 3 1 , 1987
by $11,805,000.

OTHER CHANGES IN RETAINED EARNINGS
In addition to opening balance adjustments, the retained
earnings account is affected by direct charges and credits.
The most frequent direct charges to retained earnings are net
loss for the year, losses on treasury stock transactions, and
cash or stock dividends. The most common direct credit to
retained earnings is net income for the year. Direct charges
and credits— other than net loss, net income, dividends and
stock splits— are summarized in Table 4-4. Examples o f such
charges and credits follow.

Treasury Stock Transactions
DOVER CORPORATION
Consolidated Statements of Retained Earnings
Years ended
December 31,
Balance at beginning
of year..................
Net earnings.............
Deductions:
Stock s p lit............
Treasury stock re
tired .................
Common stock
cash dividends
of $.62 per
share ($.51 in
1987; $.45 in
1986)................
Balance at end Of year

1988

1987

1986

$677,232,866
111,700,515

$624,552,225
83,828,644

900,285,723

788,933,381

708,380,869

20,429,781

—

—

155,447,199

—

—

$754,514,135
145,771,588

40,745,173

34,419,246

31,148,003

$683,663,570

$754,514,135

$677,232,866

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
8. Capital Stock, Additional Paid-in Capital and Treasury
Stock:

The Board of Directors has been authorized to issue pre
ferred stock, in one more series up to 100,000 shares, with
such designations, preferences and relative rights and lim ita
tions as may be stated in the resolution relating to each issue.

TABLE 4-4: OTHER CHANGES IN RETAINED
EARNINGS
Number of Companies
1988
1987
1986

1985

Charges
Purchase or retirement of
capital stock.....................
Treasury stock issued for
less than co st..................
Preferred stock accretion.....
Redemption of stock purch
ase rig hts.........................
Translation adjustments........
Other— Described.................

62

73

67

61

30
11

32
15

32
12

27
13

8
8
19

2
4
18

—

—

7
24

11
21

11
3
20

18
2
30

21
5
17

8
7
12

Credits
Translation adjustments........
Poolings of interests.............
Other— Described.................

On September 25, 1988 the Company effected a 2 for 1
common stock split in the form of a stock dividend, resulting in
the issuance of 32,847,811 additional shares of common
stock and the transfer of $12,548,232 from additional paid-in
capital and $20,299,579 from retained earnings. Retained
earnings was also charged $130,202 for expenses related to
the stock split. Prior to the stock split, all treasury shares were
retired resulting in an additional charge to retained earnings of
$155,447,199. All references to per share amounts through
out this report have been restated to reflect this stock split.
During 1987 the Board of Directors adopted a Stockholders’
Rights Plan that is designed to protect stockholders from
attempts to acquire control of the Company at an inadequate
price. In accordance with the Board’s resolution, a dividend
distribution of one Preferred Stock Purchase Right for each
outstanding share of common stock was paid on November
2 3 , 1987. Under certain circum stances, including the acquisi
tion of 20 percent of the Company’s stock, all rights holders
except the acquiror may purchase the Company’s common
stock at a 50 percent discount. If the Company is acquired in a
merger after the acquisition of 20 percent of the Company’s
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comm on stock, rights holders m ay purchase the acquiror’s
shares a t a sim ilar discount.

Balance at January 1 , 1986..........................................................................................
Stock options exercised............................................................................................
Treasury stock purchased.........................................................................................
Balance at December 3 1 , 1986....................
Stock options exercised...........................................................................................
Treasury stock purchased.........................................................................................
Balance at December 31, 1987......................................... ...........................................
Stock options exercised............................................................................................
Treasury stock purchased.........................................................................................
Treasury stock retired..............................................................................................
Stock s p lit................................................................................................................
Balance at December 3 1 , 1988.....................................................................................

Treasury Stock
Amount
Shares

Common Stock
$1 Par Value

Additional
Paid-in Capital

$37,840,052
58,057

$ 6,372,900
1,556,970

2,602,104
2,387
1,387,378

$ 35,758,546
106,783
57,801,001

$37,898,109
89,119

$ 7,929,870
3,290,249

3,991,869
1,918
866,660

$ 93,666,330
139,412
46,792,765

537,987,228
77,443

$11,220,119
1,963,766

4,860,447
13,226
830,535
(5,173,338)

(5,173,338)
32,847,811

140,598,507
387,177
35,206,424
(160,620,537)

(12,548,232)
$

$65,739,144

635,653

530,870

$ 15,571,571

BROWN GROUP, INC.
C on solid a te d S to c k h o ld e rs ' E q u ity

(Thousands, except number of shares)

Common Stock
Shares
Dollars

Additional
Capital

Cumulative
Translation
Adjustment

$18,440

$(2,865)

Balance February 1 , 1986.............................................................
Net earnings............. ....................................................................
Dividends ($1.455 per share)........................................................
Stock issued under employee benefit plans...................................
Purchase of common stock for treasury.......................................
Currency translation adjustment....................................................

18,862,916

Balance January 3 1 , 1987.............................................................
Net earnings..................................................................................
Dividends ($1.515 per share)........................................................
Stock issued under employee benefit plans...................................
Purchase of common stock for treasury.......................................
Currency translation adjustment....................................................

17,986,238

Balance January 3 0 , 1988.............................................................
Net earnings.................................................................................
Dividends ($1.56 per share).........................................................
Stock issued under employee benefit plans...................................
Purchase of common stork for treasury.......................................
Currency translation adjustment....................................................
Stock issued under restricted stork plan.......................................
Amortization of deferred compensation under restricted stock
plan...........................................................................................

17,457,780

104,000

390

3,198

Balance January 2 8 , 1989.............................................................

17,421,373

$65,330

$21,555

77,725
(954,403)

$70,736

299
(3,586)

Unamortized
Value of
Restricted
Stock
—

643
(935)

Retained
Earnings
$288,418
39,503
(26,646)
(32,078)

1,160

38,542
(567,000)

67,449

144
(2,126)

18,148

(1.705)

—

548
(578)

269,197
46,853
(27,052)
(17,026)

1,149

42,493
(182,900)

65,467

159
(686)

18,118

(556)

—

423
(184)

271,972
8,283
(27,174)
(5,539)

1,944
(3,588)
478
$1,388

$(3,110)

$247,542
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LEE ENTERPRISES, INCORPORATED

SNAP-ON TOOLS CORPORATION

Consolidated Statements of S to ckh o ld e rs ’ Eq uity

C onsolid a te d S tate me
n ts o f Share h o ld e rs ’ E q u ity

(In Thousands Except Per Share Data)
Years Ended September 30
Common Stock
Balance, beginning....................
Add conversion of Class B
common stock into Common Stock........................
Balance, ending......................
Class B Common Stock
Balance, beginning....................
Add common stock s p lit.......
Deduct conversion of Class B
common stock into Common Stock.......................

1988

1987

1986

$ 35,357

$ 33,685

$ 30,224

2,196

1,672

3,461

$ 37,553

$ 35,357

$ 33,685

$ 25,091

$ 26,763

2,196

1,672

3,461

Balance, ending.........................

$ 22,895

$ 25,091

$ 26,763

Retained Earnings
Balance, beginning....................
Add net income.....................

$154,529
40,921

$128,209
44,573

$143,959
32,597

$195,450

$172,782

$176,556

$

—
30,224

Deduct;
Cash dividends 1988 $.64
per share; 1987 $.60
per share; 1986 $.57
per share.....................
Common stock s p lit.........
Excess of cost over pro
ceeds of treasury
shares issued..............

15,786

14,916

14,181
30,224

4,996

3,337

3,942

Balance, ending.........................

$174,668

$154,529

$128,209

Treasury Stock
Balance, beginning....................
Add shares reacquired 1988
734,000 shares; 1987
475,000 shares; 1986
907,000 shares................
Deduct shares issued 1988
605,000 shares; 1987
425,000 shares; 1986
473,000 shares.......... .

$ 62,968

$ 60,570

$ 48,607

18,719

12,423

21,627

$ 81,687

$ 72,993

$ 70,234

(Amounts in thousands)
for fiscal years
Common stock
Amount at beginning of year....
Shares issued under employee
stock plans...........................
Two-for-one stock sp lit.............
Purchase and retirement of
common stock......................

10,025

9,664

Balance, ending 1988
5,507,000 shares; 1987
5,378,000 shares; 1986
5,328,000 shares.................

$ 67,920

$ 62,968

$ 60,570

Stockholders’ Equity......................

$167,196

$152,009

$128,087

1987

1986

$ 41,696

$ 41,256

$ 20,473

339
—

440
—

174
20,609

(1,124)

Amount at end of year..............
Additional contributed capital in
excess of par value of com
mon stock
Amount at beginning of ye a r....
Additions from employee stock
plans....................................
Tax benefit from certain stock
options.................................
Two-for-one stock sp lit.............
Purchase and retirement of
common stock......................
Amount at end of year..............
Retained earnings
Amount at beginning of ye a r....
Net earnings for the year...........
Dividends per share paid in
cash— $.88 in 1988, $.70 in
1987 and $.61 in 1986.........
Two-for-one stock split.............
Purchase and retirement of
common stock......................
Amount at end of year..............
Foreign currency translation
adjustment
Amount at beginning of ye a r....
Net currency translation adjust
ment for the year..................

—

—

40,911

41,696

41,256

10,120

716

14,524

9,404

4,330

7,153
603
—
(17,876)
—

—
—
—

—
(18,138)
—

10,120

716

407,941
113,322

348,405
88,596

310,490
65,498

(36,681)
—

(29,060)
—

(25,110)
(2,471)

(20,188)
464,394

(2,221)
2,118

Amount at end of year..............
Total shareholders’ equity.........

13,767

1988

(103)
$505,202

—
407,941

(7,425)
5,204
(2,221)
$457,536

—
348,405

(8,159)
734
(7,425)
$382,952

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10

(In Part): C apital Stock

O n August 2 6 , 1988, th e Board of Directors authorized the
Com pany to purchase up to 2 million shares o f the Com pany’s
comm on stock through open m arket transactions. As of D e
cem ber 3 1 , 1988, the C om pany had purchased and retired 1.1
m illion shares of com m on stock under this program at an
average price of $ 3 5 .0 0 per share.
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Preferred Stock Accretion
TENNECO INC. (DEC)
Sta e
t ment o f Changes in Stockholders’ Equity
Year Ended December 3 1 , 1 9 8 8 , 1987 and 1986
(Millions Except Share Amounts)
Common Stock:
Balance January 1 ......................................................................
Conversion of securities.........................................................
Issued to employee benefit plans and the Dividend Reinvest
ment Plan..........................................................................
issued under the Restricted Stock Plan..................................
Exercise of stock options and stock appreciation rig h ts........
Balance December 3 1 .................................................................

1988
Shares Amount
147,872,288
6,703
35,519
656,530
18,551
148,589,591

Premium on Common Stock and Other Capital:
Balance January 1 ...................... ...............................................
Premium on common stock issued—
Upon conversion of securities...........................................
To employee benefit plans and the Dividend Reinvestment
Plan...............................................................................
Under Restricted Stock Plan..................................................................
Deferred Compensation related to the Restricted Stock
Plan (net of amortization).................................................................
Upon exercise of stock options and stock appreciation
rights............................................................................
Reduction for reorganization costs.........................................................
Gain (loss) on preferred stock redeemed....................................................
Other..........................................................................................................

$ 739
—

1987
Shares Amount
147,703,903
29,170

$ 739
—

147,583,597
21,125

1
3

57,580
—
81,635

—
—
—

87,133
_
12,048

743

147,872,288

—

2,225

739

—

2

3
—

(29)

—

—

3
(10)
(5)
(2)

—
—
—
—

2,307

2,225
(89)

(33)

2,236

(210)

(255)

178

71

34

(57)

(26)

(88)

(89)

(210)

822

1,669
(218)

2,221
(39)

(18)
—
(448)
—

(8)
(24)
(447)
(34)

(9)
(42)
(447)
—

921

(7)

Balance December 31 .................................................................

739

—

-81
—

Retained Earnings:
Balance January 1 ......................................................................
Net income (lo ss)......................................................................................
Dividends—
Preferred stock......................................................................................
Preference stock....................................................................................
Common stock......................................................................................
Loss on preference stock redeemed...........................................................
Accretion of excess of redemption value of preferred stock
over fair value at date of issue...........................................

1
—
—

28

1

Balance December 3 1 .....................................................................................

$ 738
—

2,233

1
1

Balance December 31 .................................................................

147,703,903

2,236

—

Cumulative Translation Adjustments:
Balance January 1 ..........................................................................................
Aggregate adjustment resulting from translation of foreign
currency statements..........................................................
Aggregate adjustment resulting from hedging net investment
in foreign subsidiaries (net of income tax).............................................

1986
Shares Amount

1,270

(17)

(15)

921

1,669

Less—C ommon Stock held as Treasury Stock, at cost:
Balance January 1 ......................................................................
Shares acquired.....................................................................

823,045
20,958,482

23
1,048

809,009
14,036

22
1

803,684
5,325

22
—

Balance December 3 1 .................................................................

21,781,527

1,071

823,045

23

809,009

22

Total...................................................................................
N O TES TO F IN A N C IA L STA TEM EN TS
6 (In P art): P referred a n d P referen ce S tock

The preferred stock issues have a mandatory redemption

$3,161

$3,773

$4,412

value of $100 per share ($259 million at December 3 1 ,1988).
Tenneco Inc. has recorded the preferred stock at its fair value
at date of original issue ($250 million) and is making periodic
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accretions of th e excess of the redem ption value o ver the fair
value at the d ate o f issue. Such accretions are included in
preferred stock dividends as a reduction of net incom e to
arrive at net incom e to com m on stock.

Change In Fiscal Year Of Pooled Company
THE DUN & BRADSTREET CORPORATION
Consolidated Statem ent o f Sharehol d ers’ Equity
Three Years Ended
December 3 1 , 1988

Common

Capital in

Stock

Excess of

Cumulative
Retained

Translation

Par Value

Earnings

$ 1 5 2 ,0 3 0 ,0 0 0

$ 1 8 ,9 8 4 ,0 0 0

$ 1 ,2 0 6 ,0 1 5 ,0 0 0

IM S International, In c...................................................................

3 4 ,6 3 1 ,0 0 0

(2 ,4 6 1 ,0 0 0 )

1 1 5 ,6 4 1 ,0 00

(2 2 ,7 6 9 ,0 00 )

1 2 5 ,0 4 2 ,0 00

Balance, January 1 , 1986, as re s ta te d .......................................

1 8 6 ,6 6 1 ,0 0 0

1 6 ,5 2 3 ,0 0 0

1 ,3 2 1 ,6 5 6 ,0 0 0

(4 4 ,0 8 4 ,0 0 0 )

1 ,4 8 0 ,7 5 6 ,0 0 0

Balance, January 1 , 1 9 8 6 .................................................................

($1 Par Value)

Adjustment
$ (2 1 ,3 1 5 ,0 0 0 )

Total
$ 1 ,3 5 5 ,7 1 4 ,0 0 0

Pooling-of-interests—

Net incom e............................................................................................

3 7 8 ,5 5 2 ,0 0 0

3 7 8 ,5 5 2 ,0 00

Cash dividends ($ 1 ,2 3 5 per share)1 ................ ...........................

(1 9 3 ,1 5 9 ,0 0 0 )

(1 9 3 , 1 5 9 ,0 00)

(3 8 ,9 6 4 ,0 0 0 )

(3 9 ,7 0 2 ,0 0 0 )

Treasury shares reissued under stock options and deferred
compensation p la n s .....................................................................

3 6 4 ,0 0 0

Treasury shares a cq u ire d ................................................................

(7 3 8 ,0 00)

Shares issued for acquisition..........................................................

3 3 9 ,0 0 0

1 0,4 4 7 ,0 0 0

1 0 ,8 1 1 ,0 0 0

1 8,5 5 5 ,0 0 0

1 8 ,8 9 4 ,0 00

Change in cumulative translation adjustm ent...........................

9 ,8 8 5 ,0 0 0

9 ,8 8 5 ,0 0 0

Adjustment for change in McCormack & Dodge fiscal yeare n d .....................................................................................................
Balance, December 3 1 , 1 9 8 6 .........................................................

(9 ,5 7 3 ,0 0 0 )
1 8 6 ,6 2 6 ,0 0 0

4 5 ,5 2 5 ,0 0 0

1 ,4 5 8 ,5 1 2 ,0 0 0

(9 ,5 7 3 ,0 0 0 )
(3 4 ,1 9 9 ,0 0 0 )

1 ,6 5 6 ,4 6 4 ,0 00

Net in co m e............................................................................................

4 5 1 ,5 1 1 ,0 0 0

4 5 1 ,5 1 1 ,0 00

Cash dividends ($ 1 .4 4 5 per share)1 ............................................

(2 2 6 ,7 5 1 ,0 0 0 )

(2 2 6 , 7 5 1 ,0 00 )

(3 1 ,3 3 0 ,0 0 0 )

(3 1 ,7 9 0 ,0 00 )

Treasury shares reissued under stock options and deferred
compensation p la n s .....................................................................
Treasury shares acq u ire d .................................................................

4 7 2 ,0 0 0

1 5,7 1 9 ,0 0 0

(4 6 0 ,0 00 )

1 6 , 1 9 1 ,0 0 0

Change in cumulative translation adjustm ent............................
Balance, December 3 1 , 198 7 ........................................................

3 3 ,7 0 9 ,0 0 0
1 8 6 ,6 3 8 ,0 0 0

6 1 ,2 4 4 ,0 0 0

1 ,6 5 1 ,9 4 2 ,0 0 0

(4 9 0 ,0 0 0 )

3 3 ,7 0 9 ,0 00
1 ,8 9 9 ,3 3 4 ,0 0 0

Net incom e........ ..................................................................................

4 9 8 ,9 6 0 ,0 0 0

4 9 8 ,9 6 0 ,0 0 0

Cash dividends ($ 1 .6 8 per share)1 .............................................

(2 8 8 ,1 2 9 ,0 0 0 )

(2 8 8 , 1 2 9 ,0 00 )

(2 3 ,2 7 5 ,0 0 0 )

(2 3 ,7 3 5 ,0 00 )

Treasury shares reissued under stock options and deferred
compensation plans2 ....................................................................
Treasury shares acq u ire d ............. .................................................

1 ,0 1 0 ,0 0 0

2 9 ,9 4 0 ,0 0 0

(4 6 0 ,0 00)

3 0 ,9 5 0 ,0 00

Change in cumulative translation adjustm ent............................

(1 8 ,8 8 6 ,0 0 0 )

(1 8 ,8 8 6 ,0 00 )

Adjustment for change in IM S International, Inc. fiscal
year-end............................................................................................
Balance, December 3 1 , 1 9 8 8 ........................................................

(5 ,2 9 8 ,0 0 0 )
$ 1 8 7 ,1 8 8 ,0 0 0

$ 9 1 ,1 8 4 ,0 0 0

$ 1 ,8 3 4 ,2 0 0 ,0 0 0

(5 ,2 9 8 ,0 0 0 )
$ (1 9 ,3 7 6 ,0 0 0 )

$ 2 ,0 9 3 ,1 9 6 ,0 0 0

1The aggregate amount of cash dividends each year includes dividends paid by IM S International, In c., prior to acquisition and the dividends paid by Dun &
Bradstreet. Cash dividends paid per share are as reported for Dun & Bradstreet and have not been restated as a result of the acquisition of IM S International, Inc.
2Includes IM S International, In c., stock options of 5 0 1 ,0 0 0 shares and capital in excess of par value of $ 5 ,3 7 8 ,0 0 0 .

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Principles o f C onsolidation. T h e consolidated financial
statem ents include those o f the C om pany and its subsidiaries.
Investm ents in com panies over w hich th e Com pany has influ
ence but not a controlling interest are carried at equity. The
effects of all significant intercom pany transactions have been
elim inated.
T h e financial statem ents o f M cC orm ack & Dodge and
subsidiaries outside the United S tates and C anada reflect a

fiscal year ending Novem ber 3 0 , to better reflect the seasonal
ity experienced g enerally by th e m ainfram e softw are industry
and to facilitate tim ely reporting of th e Com pany's consoli
dated financial results. During 1988, the Com pany changed
the fiscal year-end of its IM S international, Inc., (IM S ) division
from D ecem ber 31 to Novem ber 3 0 . This change w as m ade to
facilitate tim ely consolidation of IM S ' financial results and to be
consistent w ith th e C om pany's reporting of its international
operations. R esults of operations for D ecem ber 1987, which
w ere initially reported in 1987's operating results, have been
included in 198 8's results and h ave been reflected as a reduc
tion to retained earnings.

O ther C hanges In R etained Earnings

NOTES TO FINANCIAL STATEMENTS

Redemption Of Stock Purchase Rights
ACME STEEL COMPANY
C o n s o lid a te d S ta te m e n t o f C h an g es In S h a reh o ld e rs ’
E q u ity

For the Fiscal Years Ended December 2 5 , 1988, December
2 7 , 1987
and December 2 8 , 1986
Common
stock, $1
par value

Additional
paid in Retained
capital earnings

Treasury
stock

(in thousands)
Balance— December
29, 1985 ...........
Net transactions
with Interlake
prior to reorga
nization.............
Net lo ss................
Stock plans—
issuance of
shares..............
Purchase of com
mon stock for
treasury............
Balance— December
28, 1986 ..............
Net incom e..........
Stock plans—
issuance of
shares..............
Purchase of com
mon stock for
treasury............
Reorganization
adjustment........
Balance— December
27, 1987 ..............
Net incom e..........
Stock plans—
issuance of
shares..............
Tax benefit arising
from stock plan
transactions.....
Purchase of com
mon stock for
treasury............
Redemption of
1986 preferred
share purchase
rights................
Balance— December
2 5 , 1988..............

$5,721

$22,491

$82,262

20,021
(21,103)

92

1,017

$
5,813

43,529

11

100

61,159
12,983

(15)
(15)

(19 )
1,214
5,824

44,843

74,142(34)
19,599

55

673

303

(14,722)

(293)
$5,879

$45,819

$93,448

337

$(14,756)

Common Stock (In Part):
In September 1988, the company purchased 572,500
shares of its common stock from JC Partners at a price of
$25.50 per share, equal to the average of the high and low
market price on the purchase date. The reacquired shares are
held as treasury stock and may be retired or used in employee
stock plans or for other general corporate purposes.

In July 1988, the com pany redeemed preferred share
purchase rights then outstanding for five cents per right for an
aggregate payment of $0.3 million to the company’s sharehold
e r s.Also in July 1988, in recognition of the enhanced value of
the company, the board of directors adopted a new rights plan
and declared a dividend distribution of one preferred share
purchase right for each outstanding share of the company’s
common stock. The plan adopted in 1988 includes provisions
which are intended to protect shareholders in the event of a
takeover attempt by anyone acquiring 20% or by tendering for
30% or more of the company’s common stock. The company
may redeem the rights for two cents per right at any time
before a 20% position has been acquired. The rights will
expire in January 1998.
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Reclassification Of Treasury Stock
MARTIN MARIETTA CORPORATION
Sta te ment of Sha re o w n ers ’ E q u ity
for years ended December 31
(add 000)
Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Treasury
Common
Stock

Balance at January 1 , 1986...............................................................................
Net earnings for 1986........................................................................................
Cash dividends declared on common stock ($1.00 a share)............................
Stock options exercised, net of stock tendered in payment (304,352 shares
from treasury)...............................................................................................
Other issuances of common stock.....................................................................
Common stock purchased for treasury (531,250 shares)..................................

$109,404
—
—

$687,381
—
—

$1,036,993
202,344
(55,164)

$(1,125,821)
—
—

Balance at December 3 1 , 1986..........................................................................
Net earnings for 1987................................................................................
Cash dividends declared on common stock ($1.05 a share)......................
Stock options exercised, net of stock tendered in payment (470,079 shares
from treasury)...............................................................................................
Common stock purchased for treasury (2,509,300 shares)..............................

109,404
—
—

Balance at December 3 1 , 1987..........................................................................
Net earnings for 1988........................................................................................
Cash dividends declared on common stock ($1.10 a share)............................
Stock options exercised, net of stock tendered in payment (353,647 shares,
of which 317,884 were from treasury).........................................................
Common stock purchased (439,400 shares, of which 3,300 were for treasury)
Reclassification pursuant to Maryland law.........................................................

109,404
—
—

697,009
—
—

-

4,741

Balance at December 3 1 , 1988..........................................................................

$ 52,819

NOTES TO FINANCIAL STATEMENTS
Note H (In Part): Shareowners’ Equity

Pursuant to a change in Maryland law effective July 1 , 1988,
shares of common stock reacquired by a corporation consti
tute unissued shares. Accordingly, treasury shares held at
June 3 0 , 1988, were reclassified as reductions to issued com
mon stock, additional paid-in capital, and retained earnings.
At Decem ber3 1 ,1988, retained earnings were unrestricted
and available fo r dividend payment.

—

—

—

—
(56,585)

3,428
36
—
690,845
—
—
6,164
—

—

(357,892)
$343,858

-

6,130
(21,355)
(1,141,046)
—
—

843,376
230,650
(57,017)

7,289
(122,730)

13,453
(122,730)

(1,256,487)
—
—

907,732
358,875
(58,498)

5,237
(17,475)
1,268,725

9,978
(17,475)
—

—

—

_
—
1,357,806
358,875
(58,498)

_
—
(854,248)
$ 803,935

$ 707,957
202,344
(55,164)
9,558
36
(21,355)

—

1,184,173
230,650
(57,017)

Total
Shareowners’
Equity

$

—

$1,200,612
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Capital Transactions Of Affiliate
AFFILIATED PUBLICATIONS. INC.
Consolidated

S ta te m e n t o f C h an g es In S to ck h o ld ers ’

In v es tm e n t
Three Years Ended December 2 5 , 1988
Common Stock

Balance, December 2 9 , 1985 ...............................................
Sale of common stock pursuant to 1985 Employees’
Stock Purchase Plan and 1979 and 1984 Stock Option
Plans...........................................................................
Repurchase and retirement of common stock..................
Effect of a 2-for-1 stock split declared as a 100% stock
dividend, including expenses.......................................
Net income for the year....................................................
Cash dividends paid and payable......................................

Number
of Shares
Series B
Series A
—
18,242,284

95,104
(660,000)
17,677,188
—
—

—

_
—
—
—
—

Balance, December 2 8 , 1986 ...............................................
Sale of common stock pursuant to 1985 Employees’
Stock Purchase Plan and 1979 and 1984 Stock Option
Plans...........................................................................
Repurchase and retirement of common stock..................
Net income for the year....................................................
Cash dividends paid and payable......................................
Equity in capital transactions of affiliate (Note 1 ).............

35,354,576

Balance, December 2 7 , 1987 ...............................................
Sale of common stock pursuant to 1987 Employees’
Stock Purchase Plan and 1979 and 1984 Stock Option
Plans, prior to stock s p lit............................................
Repurchase and retirement of common stock, prior to
stock split.....................................................................
Effect of a 2-for-1 stock split declared as a 100% stock
dividend, including expenses.......................................
Sale of common stock pursuant to 1987 Employees’
Stock Purchase Plan and 1979 and 1984 Stock Option
Plans, after stock split, and issuance of restricted
stock (Note 6)..............................................................
Repurchase and retirement of common stock, after stock
sp lit..............................................................................
Conversion of Series B shares into Series A shares........
Net (loss) for the year.....................................................
Cash dividends paid and payable......................................
Equity in capital transactions of affiliate (Note 1).............

34,541,843

—
—
—
—
—
—

30,676

—

(1,545)

—

Balance, December 2 5 , 1988 ...............................................

41,514,347

200,596
(1,013,329)
—
—
—

—

146,443
(203,430)
7,000,360
—
—
—

34,570,974

71,820
—
(7,000,360)
—
—
—
27,642,434

Par Value
Series B
Series A
$182,000

1,000
(6,000)
177,000
—
—
354,000

$

—

Capital in
Excess of
Par Value

Retained
Earnings

$18,824,000

$142,349,000

—
—

2,234,000
(680,000)

—
(30,048,000)

—
—
—
—

(212,000)
—
—

—
66,092,000
(8,653,000)

20,166,000

—
—
—
—
—
—

22,125,000

—

—

614,000

—

—

2,000
(11,000)
—
—
—
345,000

—

345,000

2,000

1,000

(2,000)
70,000
—
—
—

—
(70,000)
—
—
—

$415,000

$276,000

2,564,000
(605,000)
—
—
—

(7,000)
(447,000)

1,193,000
(284,000)
—
—
—
—
$23,194,000

169,740,000

—
(49,187,000)
201,152,000
(11,851,000)
(8,201,000)
301,653,000

—
(84,000)
—

—
(5,305,000)
—
(80,882,000)
(14,167,000)
(30,704,000)
$170,511,000

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Investm ent in Affiliates
API owns approximately a 47% equity interest in McCaw
Cellular Communications, Inc. (“ MCCI” ), a provider of cellular
telephone and paging services. This investment is accounted
for by the equity method. API’s investment in MCCI was
$20,011,000 at December 2 5 , 1988.

At the beginning of 1988, API’s equity investment included
a 44.4% interest in McCaw Communications Companies, Inc.
(“ MCC” ) and 50% interests in several cellular and paging joint
ventures with MCC subsidiaries. During 1988, API merged its
interest in cellular telephone joint ventures and its interest in
paging joint ventures with subsidiaries of MCC. Subsequently,

MCC merged with a wholly-owned subsidiary of MCCI. API
received 60,981,785 shares of MCCI’s Class B Common
Stock and 556,668 shares o f MCCI’s Class A Common Stock
in these transactions. MCCI’s financial statements for 1987
and 1986 have been restated to effect these merger transac
tions.
As a consequence of these transactions, API now owns
61,538,453 shares of MCCI Common Stock or approximately
47% of the issued and outstanding shares of MCCI. API’s
financial statements for 1988 have given recognition to the
new ownership percentage as of May 1 3 , 1988.
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Capital transactions of MCCI are recorded by reducing or
increasing retained earnings and the investment in affiliates
accounts. During 1988 API reduced its retained earnings and
its investment in affiliates account by $30,704,000 to record
MCCI capital transactions. These transactions included the
repurchase of certain of the outstanding shares of MCC and
MCCI. API’s retained earnings and investment in affiliates
accounts were reduced by approximately $17,595,000 to re
cord these stock repurchases. McCaw Cellular, Inc., a sub
sidiary of MCCI, has aproxim ately 1,669,000 warrants out
standing. These warrants to purchase approximately 5% of
the common stock of McCaw Cellular Inc. contain a manda
tory redemption requirement that is effected by a periodic
reduction in the shareholders investm ent account. In 1988,
approximately 581,000 warrants were repurchased by MCCI.
API has recorded its share of these warrant transactions by
reducing retained earnings and the investment in affiliates
account by aproxim ately $13,109,000.

TABLE 4-6: STOCK SPLITS
1988

1987

1986

1985

4

5

9

6

13
23
6

23
69
8

37
52
7

23
31
7

Total Companies.............
Account charged
Additional paid-in capital.......
Retained earnings.................
No charge.............................

48

105

105

67

19
14
13

42
30
33

60
33
12

35
12
20

Total Companies.............

46

105

105

67

Ratio
Less than three-for-two........
Three-for-two (50%) to twofor-one.............................
Two-for-one (100% ).............
Greater than two-for-one.......

ADDITIONAL PAID-IN CAPITAL
PRESENTATION OF CHANGES IN ADDITIONAL
PAID-IN CAPITAL

STOCK SPLITS

APB Opinion No. 12, Section C08 of FASB Accounting
Standards— C urrent Text, states in part:

10. When both financial position and results of operations
are presented, disclosure of changes in the separate
accounts comprising stockholders’ equity (in addition to
retained earnings) and of the changes in the number of
shares of equity securities during at least the most recent
annual fiscal period and any subsequent interim period
presented is required to make the financial statements
sufficiently informative. Disclosure of such changes may
take the form of separate statements or may be made in
the basic financial statements or notes thereto.
Table 4-5 summarizes the presentation form ats used by the
survey companies to present changes in additional paid-in
capital.

48. Stock dividends or splits. If the number of common
shares outstanding increases as a result of a stock divi
dend or stock split or decreases as a result of a reverse
split, the computations should give retroactive recogni
tion to an appropriate equivalent change in capital struc
ture for all periods presented. If changes in common stock
resulting from stock dividends or stock splits or reverse
splits have been consummated after the close of the
period but before completion of the financial report, the
per share computations should be based on the new
number of shares because the readers’ primary interest is
presumed to be related to the current capitalization.
When per share computations reflect such changes in the
number of shares after the close of the period, this fact
should be disclosed.
Table 4-6 shows the number of survey companies disclos
ing stock splits and summarizes the accounting treatm ents for
stock splits. Examples of stock splits follow.

TABLE 4-5: PRESENTATION OF CHANGES IN
ADDITIONAL PAID-IN CAPITAL

Statement of stockholders’
equity...............................
Statement of additional paidin capital..........................
Schedule in notes.................
No statement or schedule but
changes disclosed............
Balance unchanged during
year..................................

Chapter 7B of ARB No. 43 discusses the accounting for
stock splits. APB Opinion No. 15 refers to Chapter 7B and
states in part;

1988

1987

1986

1985

373

382

348

340

16
95

14
101

13
107

16
114

10

17

20

24

38

24

45

38

Subtotal...........................
Additional paid-in capital
account not presented.....

532

538

533

532

68

62

67

68

Total Companies.............

600

600

600

600

CONSOLIDATED PAPERS, INC. (DEC)
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 3. Common S to c k On April 2 5 , 1988, the shareholders approved an increase
in the authorized number of common shares from 30,000,000
shares of $3.125 par value to 93,750,000 shares of $1.00 par
value and a two-for-one stock split. In May 1988,21,792,582
shares were issued in connection with the split. Common
stock has been reduced, and capital in excess of par value has
been increased by $24,517,000 to reflect the change in par
value. Other changes in common stock outstanding and capi
tal in excess of par value result from issuance of shares under
the company’s Employees’ Stock Ownership Plan.
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All references in the consolidated financial statements to
the number of shares and per share amounts for periods prior
to May 1988, have been adjusted fo r this stock split.

FLOWERS INDUSTRIES, INC.
Consolidated Statement of Changes in
holders’ E q u ity

C o m m o n S to ck 

(Amounts in Thousands except Share Data)
Common Stock
Number
Par
of
value
shares

Capital
in
excess
of par
value
$11,230
(7,378)

Balances at June 2 9 , 1985 as previously reported
Three-for-two common stock split (Note 7 ) .........

23,606,612
11,802,645

$14,754
7,378

Balances at June 2 9 , 1985, as adjusted................
Exercise of employee stock options......................
Purchase of treasury stock...................................
Net income for the year......... ...............................
Dividends paid:
$3.00 per Class A preferred share....................
$6.00 per Class F preferred share....................
$.313 per common share.................................

35,409,257

22,132

Balances at June 2 8 , 1986.............................................................. .........
Stock issued in connection with Performance Share Plan................
Exercise of employee stock options.................................................
Purchase of treasury stock..............................................................
Stock issued for acquisition.............................................................
Prior year adjustment.......................................................................
Net income for the year...................................................................
Dividends paid:
$3.00 per Class A preferred share..............................................
$6.00 per Class F preferred share..............................................
$.367 per common share...........................................................
Balances at June 2 7 , 1987.............................................................. .........
Conversion of subordinated debentures........................................... .........
Exercise of employee stock options.................................................
Purchase of treasury stock..............................................................
Net income for the year...................................................................
Dividends paid:
$3.00 per Class A preferred share..............................................
$.430 per common share...........................................................

35,409,257

Balances at July 2 , 1988.................................................................. .........

35,415,130

3,852

Retained
earnings
$121,371
121,371
67

Treasury Stock
Number
of
Cost
shares
391,516
196,258

3,990

588,774
(14,217)
6,291

3,990
159

29,531

(9)
(42)
(10,911)
$22,132

$ 3,852

$140,007
662
1

171
565

(1)
(565)
27,645

580,848
(68,432)
(4,089)
22,559
(14,864)

$ 4,149
(489)
(29)
386
(106)

516,022

$ 3,911

(5)
(10)
(12,796)
35,409,257
5,873

$22,132
2

$ 4,588
90

$154,938
(223)

(72,121)
442,136

(581)
8,280

43,233
(2)
(14,931)
$22,134

$ 4,678

$183,015

886,037

$11,610

Note 7 (In Part): Common Stockholders’ Equity

General
On October 16, 1987, the Board of Directors declared a
three-for-two split of the Company’s common stock, effected
in the form of a stock dividend payable on November 3 0 , 1987
to shareholders of record on November 1 6 , 1987. All agree
ments concerning stock options and other commitments pay
able in shares o f the C om pany’s common stock were
amended to provide fo r issuance of three shares of common
stock for every two shares issuable prior to declar ation of the
stock split. An amount equal to the par value of the common
shares issued plus cash paid in lieu of fractional shares was
transferred from capital in excess of par value to the common
stock account. This transfer has been reflected in the consoli
dated statement of changes in common stockholders’ equity at

June 29, 1985. All references to number of shares, except
shares authorized, and to per share information in the consoli
dated financial statem ents have been adjusted to reflect the
stock split on a retroactive basis.
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HUGHES SUPPLY, INC.
C o nso lid a te d S ta te m e n ts o f S h are h o ld e rs ’ E q u ity

(dollars in thousands)

Common Stock
Shares
Amount

Capital In
Excess of
Par Value

$3,331
—
—
38
(18)

$22,286
—
—
754
(134)

___

-

Balance, January 31, 1986.........................................................................
Net incom e............................................................................................
Cash dividends— $.25 per share............................................................
Common shares sold under stock option plan, and related tax benefits.
Purchase and retirement of common shares.........................................
Purchase of treasury shares (including $275 reclassified from invest
ment account)...................................................................................
Treasury shares contributed to employee benefit plans.........................
Sale of treasury shares..........................................................................

3,330,808
—
—
37,714
(17,844)

Balance, January 3 0 , 1987.........................................................................
Net incom e............................................................................................
Cash dividends— $.27 per share............................................................
Common shares sold under stock option plan, and related tax benefits.
Purchase and retirement of common shares.........................................
Purchase of treasury shares..................................................................
Treasury shares contibuted to employee benefit plans..........................

3,350,678
—
—
28,705
(10,163)
—
—

3,351
—
—
28

Balance, January 29, 1988.........................................................................
Net incom e............................................................................................
Cash dividends— $.31 per share............................................................
Treasury shares issued under stock option plan, and related tax bene
fits .....................................................................................................
Purchase and retirement of common shares.........................................
Purchase of treasury shares..................................................................
Three-for-two stock split effected in the form of a 50% stock dividend.

3,369,220

3,369
—
—

Balance, January 2 7 , 1989.........................................................................

5,040,081

NOTES TO CO NSOLIDATED FIN AN C IAL STATE 
MENTS
Note 8— Common Stock Transactions:

In addition to recurring activity with respect to stock option
and other employee benefit plans, on February 2 1 , 1986 the
Company purchased 439,700 shares of its common stock
from a limited partnership which had been a principal share
holder. The shares were purchased for an aggregate pur
chase price of $10,553,000 or $24 per share, plus $190,000 in
related costs. The closing m arket price of the Company’s
shares on February 20, 1986 was $24¾ per share.
In April, 1986, the Company resold 400,000 shares in a
public offering which included $23,000,000 in 7% convertible
subordinated debentures. The proceeds received for the
treasury stock were $9,980,000 or $24.95 per share before
expenses of approximately $.22 per share.
On May 1 7 , 1988, the Company’s Board of Directors de
clard a 50% stock dividend which is reflected as a three-fortwo stock split in the fiscal 1989 financial statements. Accord
ingly, the average number of shares outstanding, per share
amounts and stock option data have been restated for periods
prior to the stock split.

—

—

—

—

—
—

(10)
—
—

_
(10,918)
—
1,681,779

(11)
—
1,682
$5,040

Retained
Earnings
$46,826
6,822
(1,260)
—
(355)

_

Treasury Stock
Amount
Shares
—
$
—
—
—
—
—
—
—
—
—

119

(13)
—

473,046
(25,032)
(400,000)

(11,496)
611
9,773

23,025
—
—
594
(79)
—
39

52,020
9,223
(1,321)
—
(197)
—
—

48,014
—
—
—
—
100,068
(20,810)

(1,112)
—
—
—
—
(2,241)
482

23,579
—
—

59,725
9,718
(1,527)

127,272
—
—

(2,871)
—
—

(62,225)
—
77,192
62,110

1,048
—
(1,415)
—

—

_
(72)
—
(1,682)
$21,825

(48)
(164)
—
—
$67,704

204,349

$(3,238)
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KRELITZ INDUSTRIES, INC.
Consolidated Statements o f Stockholders’ Equity
Class A
Preferred Stock
Amount
Shares
$73,700

Balance— December 2 9 , 1984..............................................................
Issuance of common stock in a two-for-one stock split in the form of
a 100 percent stock dividend............................................................
Purchase and retirement of preferred stock, including cumulative pre
ferred dividends of $8 per share......................................................
Net income...........................................................................................

737

(70)

(7,000)

Balance— December 28, 1985..............................................................
Purchase of common stock and reclassification to unissued common
shares to comply with Minnesota business law ...............................
Net income...........................................................................................

667

66,700

Balance— May 3, 1986 .........................................................................
Issuance of common stock as compensation to certain employees.....
Purchase and retirement of preferred stock, including cumulative pre
ferred dividends of $24 per share....................................................
Net income.............................................................................. ............

667

(667)
—

Balance— April 3 0 , 1988......................................................................

—

Effective December 18, 1987 the Company’s Board of
Directors authorized a five-for-four stock split in the form of a
25 percent stock dividend. In addition, effective June 2 8 ,1985,
the Company’s Board of Directors authorized a two-for-one
stock split in the form of a 100 percent stock dividend. Ail per
share data have been adjusted to reflect these stock splits. For
each transaction, the par value of the additional shares of
common stock issued in connection with the stock split was
credited to common stock and charged first to capital in ex
cess of par value and then to retained earnings.
During May 1986, the stockholders approved an increase in
authorized shares o f comm on stock from 2,000,000 to
7,000,000.

Capital in
Excess of
Par Value

Retained
Earnings

928,319

$ 928,319

$189,944

$2,003,961

928,319

928,319

66,700

(189,944)

1,856,638

1,851,638
1,000

_

1,856,638

1,369,931
(9,688)
169,669

(5,000)
—
2,250

1,851,638
1,000

1,529,912

(16,008)
703,331

(66,700)
—

(738,375)
(560)
104,905

(5,000)

Balance— May 2 , 1987 .........................................................................
Issuance of common stock in a five-for-four stock split in the form of
a 25 percent stock dividend.............................................................
Fractional shares paid in cash in conjunction with five-for-four stock
split..................................................................................................
Net income...........................................................................................

5. Common S tock:

Common Stock
Amount
Shares

1,852,638

1,852,638

463,124

463,124

2,250
(2,250)

2,217,235
(460,874)
(77)
736,346

$

—

2,315,762

$2,315,762

$

—

$2,492,630
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THE PENN TRAFFIC COMPANY
C onso lid a ted S tatem e
n t

o f Share h o lde rs ’ E q u ity

(in thousands of dollars)
February 1 , 1986............................................................................................... ...........
Net income...................................................................................................
Cash dividends..............................................................................................
Purchase of 8,926 shares of treasury stock..............................................
Issuance of 16,194 treasury shares under the PAYSOP Plan.................
Effect of two for one stock split.................................................................. ...........
January 3 1 , 1987.............................................................................................. ...........
Net income................................................................................................... ........
Issuance of 958,800 shares of common stock........................................ ...........
Cash dividends—preferred stock................................................................
January 3 0 , 1988............................................................................................. ...........
Net loss.........................................................................................................
Cash dividends—preferred stock................................................................
Issuance of 1,803,823 shares of common stock (Note 8 )...................... ...........
Effect of 2.75 for 1 stock split (Note 8 ) .................................................... ...........
Conversion of 252,000 shares of convertible preferred stock................. ...........
Minority interest...........................................................................................
January 2 8 , 1989............................................................................................. ...........
Note 8. Shareholders’ Equity:
In fiscal 1989, th e Com pany had a $ 2 4 ,5 0 0 ,0 0 0 public
offering o f 1 ,7 5 0 ,0 0 0 Com m on Stock shares. T he Com pany
also issued 5 3 ,8 2 3 shares to m anagem ent of P & C during
fiscal 1989. At January 2 8 , 1989, M iller T ab ak Hirsch +
Com pany, Salom on Brothers Holding C om pany and m anage
m ent personnel of th e Com pany hold options to buy 2 8 9 ,0 0 0
shares at $ 1 4 .0 0 per sh are, 3 5 5 ,3 0 0 shares at $ 2 .5 0 per share
and 12 3 ,8 2 3 shares a t $ 1 2 .5 0 per share, respectively. These
options expire in 1997, 1998 and 1998, respectively.
No options w ere exercised in fiscal years 1989 and 1988.
In fiscal 1989, th e Com pany’s Board of D irectors declared a
2 .7 5 for 1 stock split in th e form of a stock dividend. T h e stock
split w as recorded in th e first quarter of fiscal 1989 by increas
ing Com m on Stock and reducing C apital in Excess o f P ar
V alue by $ 2 ,0 9 7 ,0 0 0 . All fiscal 19 88 per share inform ation in
the Consolidated Financial S tatem ents has been restated to
reflect the stock split.

Common
Stock
$2,864

Capital
in Excess
of Par Value
$ 4,740

2,864
$5,728

(224)
(2,864)
$ 1,652

$58,095

$(3,154)

$62,321

$

$

$

$

$

$

6,930
423
$32,032

1,199

7,316

1,199

7,316

2,255
2,097
866

22,873
(2,097)
6,064

$6,417

$34,156

Earnings
(Deficit)
Retained
$ 53,532
7,300
(2,737)

Treasury
Stock
$(3,233)
(145)
224

616
(449)
167
(8,430)
(701)

423
$ (8,541)

Total
Shareholders’
Equity
$57,903
7,300
(2,737)
(145)

616
8,515
(449)
8,682
(8,430)
(701)
25,128
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THE STANDARD PRODUCTS COMPANY
Consolidated Statements of Shareholders’ Equity
For the Y ears Ended June 30 , 1 9 8 8 , 1987 and 1986

(Thousands of Dollars Except Share Data)
Balance, June 3 0 , 1985 ................................................................................................ .......
Net income................................................................................................................. .......
Cash dividends ($.48 per share).............................................................................. .......
Foreign currency translation adjustments................................................................
Sale of 29,025 shares net to option holders..........................................................
Par value of shares issued in connection with three-for-two stock split..............
Balance, June 30, 1986................................................................................................ .......
Net income................................................................................................................. .......
Cash dividends ($.58 per share)............................................................................. .......
Foreign currency translation adjustments................................................................
Sale of 51,188 shares net to option holders.........................................................
Acquisition of common shares...............................................................................
Balance, June 3 0 , 1987............................................................................................... .......
Net income............................................................................................................... .......
Cash dividends ($.76 per share)............................................................................. .......
Foreign currency translation adjustments...............................................................
Sale of 41,203 shares net to option holders.........................................................
Acquisition of common shares...............................................................................
Par value of shares issued in connection with a five-for-four stock split...........
Balance, June 3 0 , 1988............................................................................................... .......
N O T E S T O C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Stock Split
The Directors o f th e Com pany declared a five-for-four split
of the Com pany’s com m on stock on August 24, 1987. The
shares outstanding and am ounts per share reported in years
prior to 1988 h ave been restated.

Common
Shares
$ 6,183
—
—
29
3,101
$ 9,313
—
—
51
(450)
$ 8,914
—
—
41
(550)
2,229
$10,634

Paid-In
Capital
$3,820
—
—
—
189
(3,101)
$ 908
—
—
—
482
(1,390)
$
—
—
—

—
387
(226)
(55)
$ 106

Retained
Earnings
$ 88,566
27,184
(5,583)
—
—
—
$110,167
31,525
(6,516)
—
—
(15,543)
$119,633
34,057
(8,194)
—
—
(10,963)
(2,181)
$132,352

Foreign
Currency
Translation
Adjustments
$(2,987)
—
—
(18)
—
—
$(3,005)
—
—
1,817
—
—
$(1,188)
—

—
3,896
—
—
—
$2,708

Total
Share
holders’
Equity
$ 95,582
27,184
(5,583)
(18)
218
—
$117,383
31,525
(6,516)
1,817
533
(17,383)
$127,359
34,057
(8,194)
3,896
428
(11,739)
(7)
$145,800
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CHANGES IN ADDITIONAL PAID-IN CAPITAL

Common Stock Issued In Connection With
Employee Benefit Plans

Table 4-7 summarizes credits and charges to additional
paid-in capital. Examples of such credits and charges follow.

ETHYL CORPORATION (DEC)
Consolidated S ta te m en ts

o f A d d itio n a l P a id -In C a p ita l

(In Thousands of Dollars Except Shares and Per-Share Data)

TABLE 4-7: CHANGES IN ADDITIONAL PAID-IN
CAPITAL
Number of Companies
1988

1987

1986

1985

376

366

367

360

40

60

73

64

30
28
22

34
33
63

37
32
50

41
30
33

11
43
11
30

8
45
17
51

17
39
19
45

17
45
12
41

104

92

88

85

64
14
54

61
19
45

67
21
47

72
20
37

Credits
Common stock issued for:
Employee benefits............
Debt conversions/exting
uishments....................
Preferred stock conver
sions ...........................
Business combinations ....
Public offerings.....................
Purchase or retirement of
capital stock.....................
Stock option tax benefits.......
Warrants issued or exercised
Other— Described ................

Charges
Purchase or retirement of
capital stock.....................
Treasury stock issued for
less than co st..................
Conversion of preferred stock
Other— Described.................

Additional paid-in capital at begin
ning of year..................................
Excess of option price over par value
of 166,463, 270,680 and
230,149 common shares issued
upon exercise of stock options
and SARs in 1988,1987 and
1986, respectively........................
Excess of fair value over cost in
1988, 1987, and 1986 of 17,250,
17,750, and 9,900 common
shares, distributed under the
bonus plan...................................
Excess of par value over cost of re
tired 6% First Preferred stock
(9,205 and 2,786 shares in 1988
and 1986, respectively)................
Retirement of 434,764, 5,760,482
and 61,462 shares of purchased
common stock in 1988,1987 and
1986, respectively........................
Conversion of $2.40 Second Pre
ferred stock (6,949, 5,059 and
17,158 shares in 1988,1987 and
1986, respectively) into common
stock (144,529, 105,222 and
268,731 shares in 1988,1987
and 1986, respectively) net of
cash paid for fractional common
shares..........................................

2-for-1 common stock split effected
in the form of a 100% stock divi
dend ....................................
Additional paid-in capital at end of
year.....................................

1988

1987

1986

$ 578

$ 613

S 9,839

1,332

1,813

1,843

44

79

82

83

—

48

(1,350)

(1,872)

(587)

(75)

(55)

(97)

—

(10,515)

$ 612

S 578

$

613

C hanges in Additional Paid-In C apital

(13) C apital Stock

CAMERON IRON WORKS, INC.

At th e Com pany’s annual m eeting of stockholders held in
O ctober 1986, tw o am endm ents to th e Articles o f Incorpora
tion w ere approved affecting th e capital structure of th e Com 
pany. T h ese am endm ents increased th e num ber of autho
rized shares o f com m on stock from 32,10 0 ,000 to 4 0 ,0 0 0 ,00 0
and authorized 10,0 0 0 ,0 0 0 shares o f preferred stock.

C onso lid a
t e d State me
n ts o f S to ck h o ld e rs ' E q u ity
For the Y ears Ended June 3 0
(Thousands of D ollars)

1987

1988
Preferred Stock (Note 13)
Balance at beginning of
period..................................
Par value of 1,500,000
shares issued.....................
Balance at end of period...
Common Stock (Note 13)
Balance at beginning of
period..................................
Par value of 47,808 shares
issued in 1988 upon exer
cise of stock appreciation
rights..................................
Balance at end of period...
Additional Paid-In Capital (Note
13)
Balance at beginning of
period..................................
Excess of proceeds over par
value of preferred stock
issued................................
Difference in cost and market
value of common shares
contributed to domestic
pension plans....................
Excess of market value over
par value of shares issued
upon exercise of stock
appreciation rights .............
Other.......................................
Balance at end of period...
Retained Earnings
Balance at beginning of
period..................................
Net earnings...........................
Dividends paid........................
Balance at end of period...
Translation Adjustments
Balance at beginning of
period..................................
Adjustments during period....
Balance at end of period...
Treasury Stock (Note 13)
Balance at beginning of
period..................................
Cost of 225,486 and 276,081
common shares contrib
uted to domestic pension
plans in 1988 and 1987,
respectively........................
Cost of 485,075 shares
purchased in 1988.............
Other.......................................
Balance at end of period...
Total Stockholders’ Equity.........

$

150

$

1986

$

150

150
150

6,377

6,375

10

2

—

6,375

—

6,387

6,377

6,375

93,133

21,669

21,670

—

72,704

306

(1.371)

840
(171)
94,108

131
93,133

—

(1)
21,669

314,626
(5,388)
(6,340)
302,898

426,010
(110,165)
(1,219)
314,626

425,010
4,639
(3,639)
426,010

(78,610)
18,214
(60,396)

(87,712)
9,102
(78,610)

(105,506)
17,794
(87,712)

(4)

(4,861)

(4,867)

2,682
(5,795)
8
(3,109)
$340,038
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4,857

—

(4)
$335,672

6
(4,861)
$361,481

During June 1987, th e Com pany com pleted a public offer
ing of 1 ,5 0 0 ,0 0 0 shares of its $ 3 .5 0 C onvertible Exchangeable
Preferred Stock, $ .1 0 p ar value, a t $ 5 0 p er share. T h e stock
has a liquidation p reference of $ 5 0 per share and dividends
are cum ulative and payable quarterly. T he convertible pre
ferred is convertible a t any tim e, unless previously redeem ed,
Into com m on stock at a conversion price of $2 3 per share of
comm on stock. T h e convertible preferred m ay be exchanged
at the C om pany’s option on any dividend d ate on or after June
15, 1989, fo r th e C om pany’s 7% Convertible Subordinated
D ebentures due 2 0 1 2 a t $ 5 0 principal am ount of debentures
for each share of preferred. T h e convertible preferred can be
redeem ed a t th e Com pany’s option on or after June 1 5 , 1990,
at prices declining to $ 5 0 per share on or after June 1 5 , 1997,
plus accum ulated dividends to th e redem ption d ate. N et pro
ceeds from th e offering in excess of par value of the stock w ere
credited to additional paid-in capital.
T h e term s of a stock appreciation plan adopted in 1978
provid e th at officers and other key em plo y e e s m ay be granted
rights to the appreciation in the m arket value o f a stated
num ber of shares of com m on stock o f the Com pany. The
rights becom e exercisable over a tw o-year period and have a
life of six years. T h e m axim um num ber of shares on which
appreciation rights m ay be granted under th e plan is 4% of the
issued and outstanding com m on shares of the Com pany.
Upon exercise o f th e rights, th e appreciation is paid by distrib
uting a m axim um 50 % in cash and th e balance in shares
based upon th eir m arket value. Earnings are charged o r cred
ited for th e aggregate depreciation o r appreciation of the
outstanding rights during th e period. W hen rights are exer
cised th e difference betw een the m arket v a lue and th e cost of
the shares issued is credited to additional paid-in capital.
C hanges in th e valu e o f outstanding rights had no effect on
earnings in 1986, but resulted in a charge against earnings of
$ 3 ,9 4 3 ,0 0 0 in 19 87 , and a credit to earnings of $ 1 ,1 0 9 ,0 0 0 in
1988.
Following is an an alysis of th e rights activity during 1988
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and 1987, and the rights outstanding and available at the end
of the respective periods.

Outstanding at beginning of period..................
Rights granted....................................................
Rights cancelled.................................................
Rights exercised.................................................
Outstanding at end of period............................
Rights exercisable—
Granted in 1983 with a basis of $21.15......
Granted in 1984 with a basis of $21.67......
Granted in 1985 with a basis of $13.15......
Granted in 1986 with a basis of $13.96......
Granted in 1987 with a basis of $10.32......
Rights not exercisable—
Granted in 1986 with a basis of $13.96......
Granted in 1987 with a basis of $10.32......
Granted in 1988 with a basis of $21.47......
Rights available for grant..................................

1988
836,790
224,950
(10,725)
(338,865)
712,150
—

186,450
47,650
87,900
65,475
—

104,975
219,700
712,150
514,253

1987
888,565
217,200
(168,775)
(100,200)
836,790
137,140
189,300
101,800
81,775
—

111,575
215,200
—
836,790
387,671

NUCOR CORPORATION
C o n s o lid a te d S ta te m en ts o f

Stockholders’ E q u ity
Common Stock
Amount
Shares
14,330,954 $5,732,382

Net earnings in 1986.....................
3-for-2 stock split...........................
Employee stock options exercised
Employee stock compensation......
Employee service awards..............
Acquisition of treasury stock.........
Cash dividends ($.31 per share)..
Balance, December 3 1 , 1986.......
Net earnings in 1987.....................
Employee stock options exercised
Employee stock compensation......
Employee service awards..............
Acquisition of treasury stock.........
Cash dividends ($.36 per share)..
Balance, December 3 1 , 1987.......
Net earnings in 1988.....................
Employee stock options exercised
Employee stock compensation......
Employee service awards..............
Cash dividends ($.40 per share)..

7,195,029
118,886
18,625

2,878,012
47,553
7,450

Additional
Paid-in
Capital
$24,299,195
(2,878,012)
3,174,870
560,612
35,323

21,663,494

8,665,397

25,191,988

77,622
13,743

31,049
5,498

1,629,323
539,069
18,680

21,754,859

8,701,944

27,379,060

51,488
36,313

20,595
14,525

1,410,732
1,719,420
33,725

21,842,660

$8,737,064

Retained
Earnings
$327,816,850
46,438,888

$30,542,937

Treasury Stock
(at cost)
Shares
Amount
15,949
$ 346,399
27,389

(6,680,079)
367,575,659
50,534,450

(3,575)
492,433

(128,751)
17,515,942

532,196

17,733,590

(3,425)
30,000
(7,599,762)
410,510,347
109,439,842

558,771

(3,802)
(8,493,198)
$511,456,991

554,969

(113,906)
962,300
18,581,984

(126,441)
$18,455,543

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
7. Capital Stock:
T he par value of Nucor’s com m on stock is $ .4 0 per share
and th ere are 3 5 ,0 0 0 ,0 0 0 shares authorized.
Nucor’s Key Em ployees’ Incentive Stock O ption Plans
provide th at com m on stock options m ay be granted to key
em ployees and officers at 100% of the m arket value on the

date of the grant. During 1988, options w ere granted for
9 1 ,7 9 4 shares (8 5 ,6 7 0 In 19 87 and 7 8 ,9 5 7 in 1986); and
options for 7 ,5 1 9 shares (1 ,7 9 5 in 1987 and 66 0 in 1986)
expired or w ere cancelled. At D ecem ber 3 1 , 1988, options for
31 6 ,0 5 0 shares (2 8 3 ,2 6 3 in 1987 and 2 2 7 ,0 1 0 in 1986) w ere
outstanding a t an aggregate price of $11,21 6,14 1 ($ 9 ,0 7 4 ,6 8 2
in 1987 and $ 7 ,4 5 0 ,3 6 2 in 1986); options for 3 1 6 ,0 5 0 shares
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(2 8 3 ,2 9 3 In 1987 and 2 3 2 ,3 7 7 In 1986) w ere exercisable; and
76 0 ,8 1 7 shares (9 4 ,4 3 2 In 1987 and 17 8,96 7 In 1986) w ere
reserved for future grants.
2 5 0 ,0 0 0
shares of preferred stock, par value of $ 4 .0 0 per
share, are authorized, w ith preferences, rights and restrictions
as m ay be fixed by Nucor' s Board of Directors. N o shares of
preferred stock h ave been Issued.
Nucor’s earnings per share of com m on stock are based on
2 1 ,2 2 4 ,2 1 7 average shares outstanding In 1988 (2 1 ,1 5 3 ,5 8 4
In 1987 and 2 1 ,4 0 5 ,4 4 0 In 19 86 ), and would not be m aterially
affected if all em ployee stock options w ere exercised.

PALL CORPORATION
C onso lid a te d S tate m e n t o f S to c k h o ld e rs ’ E q u ity

Years Ended July 3 0 , 1988,
Common
August 1 , 1987, and
Stock
August 2 , 1986
Balance at August 3 , 1985...................................................................... $4,538,000
Net earnings.............................................................................................
Cash dividends declared..........................................................................
Three-for-two stock split (including $16,000 paid for fractional
shares).................................................................................................. 2,271,000
Issuance of stock pursuant to exercise of stock options, 224,301
56,000
shares...................................................................................................
Issuance of stock in satisfaction of contribution to pension and
20,000
profit-sharing plans, 81,493 shares..................................................
Foreign currency translation adjustment...............................................
6,885,000
Balance at August 2 , 1986......................................................................
Net earnings.............................................................................................
Cash dividends declared..........................................................................
Four-for-three stock split (including $21,000 paid for fractional
shares).................................................................................................. 2,296,000
Issuance of stock pursuant to exercise of stock options, 118,867
30,000
shares...................................................................................................
Issuance of stock in satisfaction of contribution to pension and pro23,000
fit-sharing plans, 91,270 shares........................................................
Foreign currency translation adjustment...............................................
9,234,000
Balance at August 1 , 1987......................................................................
Net earnings.............................................................................................
Cash dividends declared..........................................................................
Issuance of stock pursuant to exercise of stock options, 182,791
46,000
shares...................................................................................................
Issuance of stock in satisfaction of contribution to pension and
10,000
profit-sharing plans, 41,771 shares..................................................
Foreign currency translation adjustment...............................................
Balance at July 3 0 , 1988......................................................................... $9,290,000

Capital in
Excess of
Par Value
$11,963,000

Retained
Earnings
$171,245,000
40,942,000
(10,005,000)

Equity
Adjustment
From Foreign
Currency
Translation
$(14,869,000)

(16,000)

(2,287,000)

3,916,000

3,860,000
3,280,000
16,816,000

202,182,000
48,086,000
(12,017,000)

10,385,000
(4,484,000)

1,794,000

1,764,000
3,103,000
238,251,000
57,404,000
(14,271,000)

4,815,000
331,000

3,126,000
4,815,000
267,182,000
57,404,000
(14,271,000)
2,797,000

2,751,000
1,331,000
$23,448,000

3,300,000
10,385,000
221,399,000
48,086,000
(12,017,000)
(21,000)

(2,317,000)

19,366,000

Total
Stockholders’
Equity
$172,877,000
40,942,000
(10,005,000)

$281,384,000

6,900,000
$ 7,231,000

1,341,000
6,900,000
$321,353,000
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Common Stock Issued In Debt
Conversion/Extinguishments
THE LAMSON & SESSIONS CO.
Consolidated S ta te m e n t

o f Shareh o ld e rs ' E q u ity

(In thousands)
Balances at January 1 , 1986...................................
Net loss.....................................................................
Issuance of 10,250 common shares under stock
option plan...........................................................
Foreign currency translation adjustment................
Balance at December 3 1 , 1986...............................
Net earnings..............................................................
Issuance of 1,150,000 preference shares..............
issuance of 454,093 common shares in exchange
for 5,117 preferred shares and 100,500 prefer
ence shares................................................
Cash dividends—$.50 per preferred share and
$2.0625 per preference share............................
issuance of 25,759 common shares under stock
option plan...........................................................
Foreign currency translation adjustment................
Balance at December 3 1 , 1987...............................
Net earnings..............................................................
Issuance of 4,343,561 common shares in ex
change for 345,326 preferred shares, 718,080
preference shares and 581,089 warrants..........
Cash dividends—$.50 per preferred share and
$2.0625 per preference share............................
Issuance of 150,961 common shares under stock
option plan...........................................................
Issuance of 113,636 common shares in exchange
for a $3,750,000 subordinated note..................
Foreign currency translation adjustment................
Balance at December 3 1 , 1988...............................

Preferred
Stock
$5,495

Preference
Stock

Three Years Ended December 3 1 , 1988
Earnings
(Deficit)
Foreign
Employed
Currency
Translation
Common
Other
in the
Business
Shares
Capital
Adjustment
$ 136
$ 585 $39,494
$(19,210)
(7,303)
1
586

5,495
$28,750

(51)

(2,512)

27
39,521

(26,513)
9,775

862
998

(1,909)

45

(1.466)

77

5,444

26,238

634

38,741

(3,453)

(17,953)

434

21,827
(1,327)

$1,991

$ 8,285

15

546

12

1.352

$1,095

28
862
20,087
9,775
26,841

2,518
(1,466)

3

Total
Shareholders'
Equity
$26,500
(7,303)

$61,139

(16,738)
26,897

971
1,969

80
971
56,288
26,897

855
(444)

(1.771)
561

$ 9,715

(620)
$1,349

1.364
(620)
$83,574
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M IN N T E C H C O R P O R A T IO N

Consolidated Statements of Stockholders’ Equity
Years Ended March 3 1 , 1 9 8 8 ,1987 and 1986
Common stock
Shares
Issued and
Outstanding
1,319,763

Issuance of common stock;
Conversion of debentures...................................
Collections on notes receivable...............................
Net earnings for the year ended March 3 1 , 1986.
Balances March 31, 1966.......................................
Issuance of common stock:
Conversion of debentures...................................
Exercise of stock options...................................
Collections on notes receivable...............................
Net earnings for the year ended March 3 1 , 1987.
Balances March 3 1 , 1987.......................................
Issuance of common stock:
Conversions of debentures................................
Exercise of stock options and warrants............
Collections on notes receivable..............................
Net loss for the year ended March 3 1 , 1988.......

635

$ 379,535

32

3,327

_

_

—

—

—

—

—

6,453,401

50,796
3,000

2,540
150

266,206
13,280

—

—

—

—

—

—

1,374,194

68,710

46,476
11,700

2,324
585

6,732,887
243,538
31,927

—

—

—

—

—

—

1,432,370

$71,619

$7,008,352

Supplem ental schedule of non-cash financing activities:
Conversions of debentures into com m on shares of the
Com pany (all o f which w ere at $ 5 .2 9 per share) for the years
ended M arch 3 1 , 1988, 1987 and 1986 w ere as follows;

1988
$245,862
46,476

$6,450,074

66,020

Note C (In Part): Long-Term Obligations

1987
1986
$268,746 $3,359
50,796
635

Retained
Earnings

$65,988

1,320,398

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

Principal amount converted..................
Number of shares issued.....................

Amount

Additional
Paid-In
Capital

Notes
Receivable,
Stockholders

Tota l

$(85,440)

$6,810,157

—

468,722

22,851
—

848,257

(62,589)

—

_

—

—

—

—

552,510
1,400,767

29,034
—

(33,555)

_

—

—

—

—

(523,798)
$ 876,969

13,330
—
$(20,225)

3,359
22,851
468,722
7,305,089
268,746
13,430
29,034
552,510
8,168,809
245,862
32,512
13,330
(523,798)
$7,936,715
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Common Stock Issued in Preferred Stock
Conversions
CLEVELAND-CLIFFS INC.
Stat e m e
n t o f C o nso lidate d S h areh o ld ers ’ E q u ity
(In Millions)

Preferred
Shares
Balance January 1 , 1986.....................................................
Net (lo ss).......................................................................
Cash dividends:
Common— $.35 a share.............................................
Preferred— $2.00 a share...........................................
Sale of iron ore interest.................................................

$50.0

Balance December 3 1 , 1986...............................................
Net incom e.....................................................................
Cash dividends:
Preferred— $2.00 a share...........................................
issuance of 4,000,000 Common shares.........................
Other...............................................................................

50.0

Balance December 3 1 , 1987...........................................
Net incom e.....................................................................
Cash dividends:
Preferred— $2.00 a share...........................................
Distribution of Cliffs Drilling shares................................
Distribution of MLX shares.............................................
Issuance of 309,374 Common Shares under stock plan.
Conversion of 24,774 Preferred Shares to 20,621 Com
mon Shares................................................................
Redemption of 139,239 Preferred Shares......................
Purchase of 5,125,000 Common Shares and 2,335,987
Preferred Shares.........................................................
Exchange of 38,599 Common Shares on exercise of
stock options..............................................................
Other...............................................................................

50.0

Balance December 3 1 , 1988...............................................

Common
Shares

Capital In
Excess Of
Par Value
Of Shares

$12.8

$ 6.9

Retained
Income
$313.3
(41.7)

Foreign
Currency
Translation
Adjustments
$(13.4)

Common
Shares
In Treasury
$

(5.7)

(4.4)
(5.0)
12.7

(4.4)
(5.0)
12.7
12.8

6.9

4.0

58.4
(0.7)

262.2
12.7

(0.7)

(5.7)

64.6

0.5
269.9
39.2

(0.2)

(5.7)

(1.5)
(81.2)
(8.3)
5.8

(1.5)
(0.5)
(2.8)

0.5

(46.7)

(1.3)

0

$16.8

$62.3

(3.3)

$214.6

395.4
39.2
(1.5)
(81.2)
(8.3)
4.3
—
(3.0)

(0.2)
(124.5)

(175.8)

(.9)

(.9)
0.4

$(125.3)

$168.6

0.4
$

325.5
12.7
(5.0)
62.4
(0.2)

(5.0)

16.8

Total
$363.9
(41.7)

$ 0.2
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LAFARGE CORPORATION
Consolidated Statements o f Shareholders’ Equity
(In thousands)
1988
Amount
Shares
Preferred Stock
Balance at January 1 ...............................................................................................
Conversion and/or redemption of
$1.88 Convertible Preferred Shares.................................................................
Third Preferred Stock.........................................................................................
$2.44 Convertible Preferred Shares.................................................................
Issuance of $1.88 Convertible Preferred Shares..................................................
Balance at December 3 1 .............................................................................................
Common Equity Interests
Balance at January 1 ...............................................................................................
Issuance of Common Shares
Pursuant to dividend reinvestment plans.........................................................
Pursuant to employee stock purchase plan.....................................................
For acquisitions...................................................................................................
Exchange of Exchangeable Shares........................................................................
Exercise of stock options........................................................................................
Conversion of
$1.88 Convertible Preferred Shares.................................................................
$2.44 Convertible Preferred Shares.................................................................
Preference Shares of Subsidiary.......................................................................
Balance at December 3 1 .............................................................................................
Additional paid-in capital
Balance at January 1 ...............................................................................................
Issuance of Common Shares
Pursuant to dividend reinvestment plans.........................................................
Pursuant to employee stock purchase plan.....................................................
For acquisitions...................................................................................................
Issuance of $1.88 Convertible PreferredShares....................................................
Exchange of Exchangeable Shares........................................................................
Exercise of stock options........................................................................................
Conversion and/or redemption of
$1.88 Convertible Preferred Shares.................................................................
$2.44 Convertible Preferred Shares.................................................................
Third Preferred Stock.........................................................................................
First Preferred Shares........................................................................................
Balance at December 3 1 .............................................................................................

$

7,903

7,903

Years Ended December 31
1987
Amount
Shares
$

1986
Shares
Amount

9,003

9,003 $

6,603

(2,400)
(4,497)
—
—
S 1,006

(2,400)
(4,497)
—
—
1,006

_
_
(1.100)
—
$ 7,903

_
_
(1,100)
—
7,903 S

_
—
—
2,400
9,003

$ 104,605

43,756

$103,109

40,698 $

85,387

373
73
_
—
139

734
—
—
(1,888)
80

408
—
—
—
80

637
—
526
(1,122)
3

5,208
—
_
49,549

_
2,570
_
$ 104,605

__
2,570
_
43,756

_
—
17,678
$103,109

688
915
_
(10,013)
139
5,208
—
_
$101,542
$ 275,984

$ 271,633

5,019
331
—
—
10,013
328

3,841
—
—
—
1,888
575

$ 203,707
4,780
—
4,474
57,527
1,122
23

(2,824)
—
3,372
000)
$292,123

—
(1,953)
—
—
$ 275,984

—
—
—
—
$271,633

$ 185,883
93,486

$ 126,119
75,048

$ 111,344
25,955

(15,206)
(2,260)
$261,903

(8,753)
(6,531)
$185,883

(7,870)
(3,310)
$126,119

Foreign Currency Translation Adjustments
Balance at January 1 ...............................................................................................
Translation adjustments.........................................................................................
Effect of redemption and conversion of preference shares of subsidiary..........
Balance at December 3 1 .............................................................................................

$ (3,074)
29,566
—
$ 26,492

$(18,779)
15,705
—
$ (3,074)

$(29,922)
2,932
8,211
$(18,779)

Total Shareholders’ Equity...........................................................................................

$683,066

Retained Earnings
Balance at January 1 ...............................................................................................
Net income..............................................................................................................
Dividends
— common equity interests...................................................................................
— preferred stock....................................................................................................
Balance at December 3 1 .............................................................................................

$ 571,301

$491,085

6,603

2,400
9,003
37,869
580
526
3

1,720
40,698
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N O TES TO F IN A N C IA L STA TEM EN TS
Preferred Stock
At D ecem ber 3 1 , 1987, there w ere 2 .4 million shares of the
Com pany’s $ 1 .8 8 Convertible P referred Shares authorized
and outstanding. T hese shares, which w ere held by Lafarge
Coppé e , had a par value of $ 1 .0 0 per share and w ere entitled
to fixed cum ulative annual dividends of $ 1 .8 8 per share. In
July 1988, the C om pany called for redem ption all of the out
la n d in g $ 1 ,8 8 C o nvertible P referred Shares. As a result,
Lafarge Coppé e elected to convert all of the outstanding $1 .8 8
Convertible P referred Shares into approxim ately 5 .2 million
previously unissued sh ares o f th e C om pany’s Com m on
Shares, so that at D ecem ber 3 1 , 1988 there w ere no $ 1 .8 8
Convertible P referred S hares authorized or outstanding. If the
conversion had taken place on January 1, 1988, th e Com 
pany’s 1988 prim ary net incom e per share would have been
$1 .88.
At D ecem ber 3 1 , 1986, th ere w ere 1.1 million of th e Com 
pany’s $ 2 .4 4 C onvertible Preferred Shares authorized and
outstanding. T h ese shares had a par value of $ 1 .0 0 per share
and w ere entitled to fixed cum ulative annual dividends of
$ 2 .4 4 per share. In August 1987, the Com pany called for
redem ption all of th e outstanding $ 2 .4 4 C onvertible Preferred
Shares. As a result, preferred shareholders converted 9 9 .4
percent of the outstanding preferred shares into approxim ate
ly 2 .6 m illion previously unissued shares of th e Com pany’s
Com m on Shares. T h e rem aining shares w ere redeem ed for
cash so th at at D ecem ber 31 , 1987, there w ere no $2 .4 4
Convertible P referred S hares authorized or outstanding.
At D ecem ber 3 1 , 19 88 and 1987, th ere w ere 9 .0 million
shares of th e Com pany’s Third P referred Stock authorized, of
which 1.0 million and 5 .5 million shares, respectively, w ere
outstanding. T h ese shares, which w ere issued at par, are
entitled to one vote p er share and are held by and m ay be
transferred only am ong m em bers of the Lafarge Coppé e
G roup. T he shares have a par value of $ 1 .0 0 per share, are
not entitled to any equity participation or dividends and have a
redem ption and liquidation value of $ .2 5 p er share. T he Third
Preferred Stock has certain m andatory redem ption provisions
and m ay be redeem ed, a t the C om pany’s option, 10 years
after the d ate of original issue or a t the holder’s option at any
tim e. In D ecem ber 1988, 4 .5 m illion o f th ese shares w ere
redeem ed under the m andatory redem ption provisions for
$1.1 m illion.

PHILIPS INDUSTRIES INC.
Statements o f Consolidated S h a re h o ld e rs’ E q u ity
For the Y ears Ended M arch 31

(In Thousands, Except Share
and Per Share Amounts
Preferred Shares, $3.00 Series
Balance, beginning of year...
Conversion of 11,578 shares
in 1988, 3,252 shares in
1987 and 600 shares in
1986 to common shares ..
Balance, End of Year.............
$1.00 Special Preferred Shares
Balance, beginning of year...
Conversion of 11,594 shares
in 1988, 32,427 shares in
1987 and 73,835 shares
in 1986 to common
shares................................
Balance, End of Year.............
Common Shares
Balance, beginning of year...
Two-for-one common stock
split.....................................
Stock options and perfor
mance awards....................
Conversion of Preferred
shares. $3.00 Series.........
Conversion of $1.00 Special
Preferred shares................
Sale of common stock..........
Purchase of shares for trea
sury .....................................
Balance, End of Year.............
Other Contributed Capital
Balance, beginning of year...
Two-for-one common stock
split.....................................
Stock options and perfor
mance awards....................
Conversion of Preferred
shares, $3.00 Series.........
Conversion of $1.00 Special
Preferred shares................
Sale of common stock..........
Purchase of shares for trea
sury .....................................
Balance, End of Year.............
Retained income
Balance, beginning of year...
Net income..............................
Dividends per share:
Common: $.42 in 1988,
$.345 in 1987 and
$.285 in 1986................
Preferred, $3.00 Series....
$1.00 Special Preferred....
Balance, End of Year.............
Total Shareholders’ Equity.........

1988
$

85

1987
$

101

(58)
27

(16)
85

504

667

(58)
446

(163)
504

1986
$

104

(3)
101
1,036

(369)
667

27,206

13,412

___

13,412

251

196

170

93

26

2

57

160
—

182
1,000

__

—

_

12,063

27,707

27,206

(5)
13,412

12,615

24,054

2,004

(13,412)
2,621
(35)

1,980

_

1,412

(10)

1

3

187
20,590

_

1
—

-

—

15,202

12,615

(140)
24,054

138,512
43,257

115,006
33,025

92,914
29,769

(11,544)

(9,349)
(54)
(116)
138,512
$178,922

(33)

(94)
170,098
$213,380

(7,464)
(62)
(151)
115,006
$153,240

355

C hanges In Additional Paid-In C apital

Public Offering Of Stock
THE DURIRON COMPANY, INC. (DEC)
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
12. Capital Stock an d C apital in Excess o f P ar Value
T h e Com pany has 1 5 ,0 0 0 ,0 0 0 shares of com m on stock,
$ 1 .2 5 par value, and 5 0 0 ,0 0 0 shares of $ 1 .0 0 par value pre
ferred stock authorized. O n M arch 29 , 1988, the Com pany
com pleted a public offering of 8 2 5 ,0 0 0 shares of comm on
stock at a price to th e public of $ 1 7 .7 5 p er share. T h e proceeds
of the offering, afte r deducting all associated costs, w ere
$ 1 3 ,4 9 1 ,0 0 0 or $ 1 6 .3 5 per new ly issued share.
O n August 1, 1986, the Board o f Directors declared a
dividend distribution o f one preferred stock purchase right for
each outstanding share of com m on stock. T h e distribution
w as payable on August 1 3 , 1986 to shareholders of record on
that d ate. T h e rights are not currently exercisable and trade in
tandem with th e com m on stock. T h e rights becom e exercis
able and trade separately from com m on stock w hen a person
or group acquires 20 % o r m ore of the outstanding comm on
stock o r com m ences a ten d er offer which would result in the
ownership of 30 % or m ore of th e outstanding com m on stock.
Upon their becom ing exercisable, each right entitles the reg
istered holder to purchase one one-hundredth (1 /1 0 0 ) of a
share of a new series of preferred stock at a price of $ 3 0 .0 0 per
one one-hundredth (1 /1 0 0 ) of a sh are. Th e rights provide that
if the Com pany w ere to be acquired in a m erger or business
com bination afte r th e rights becom e exercisable, each right
m ay be exercised to purchase com m on stock of the acquiring
com pany at a 50 % discount. In addition, if a 20% shareholder
(determ ined as provided in the rights docum ents) either ac
quires the Com pany by m eans of a reverse m erger in which
the Com pany survives or engages in certain other transac
tions with the Com pany, each right (other than rights held by
the 20 % shareholder) m ay be exercised to purchase shares of
the new series of preferred stock at a price equal to 50% of the
m arket value of th e shares. T h e rights are redeem able by the
Com pany for $ 0 .0 5 per right a t any tim e prior to th eir becom ing
exercisable and w ill expire on August 1 3 , 1996.
At D ecem ber 3 1 , 1988, approxim ately 17 0 ,0 0 0 shares of
comm on stock w ere reserved for exercise o f em ployee stock
options.
C hanges during 1 9 8 6 , 1987 and 1988 in com m on stock,
capital in excess of par value and treasury stock w ere as
follows;

Balance at December 3 1 , 1985.......................................................................... .............................
Net shares issued on exercise of stock options.............................................. .............................
Shareholder rights distribution.......................................................................... .............................
Balance at December 3 1 , 1986.......................................................................... .............................
Shares issued under employee and shareholder plans................................... .............................
Net shares issued on exercise of stock options.............................................. .............................
Balance at December 3 1 , 1987.......................................................................... .............................
Shares issued by public offering....................................................................... .............................
Net shares issued on exercise of stock options.............................................. .............................
Shareholder rights distribution.......................................................................... .............................
Balance at December 3 1 , 1988.......................................................................... .............................

Common stock
Par
Shares
issued
value
6,982,696
$8,728
—
—
—
—
6,982,696
8,728
7,450
9
15,664
20
7,005,810
8,757
825,000
1,031
66,226
83
—
—
7,897,036
$9,871

Capital in
excess of
par value
$ 375
2
69
446
76
163
685
12,460
649
9
$13,803

Treasury stock
Shares
27,168
(2,835)
—
24,333
(16,395)
(7,938)
—
—
—
—

Cost
$326
(32)
—
294
(198)
(96)
—
—
—
—
$ —
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HARNISCHFEGER INDUSTRIES, INC.
Consolidated Statement o f Shareholders’ Equity
(Dollar amounts in thousands)

Balance at October 3 1 , 1 9 8 5 ...........................................................
Conversion of 117,500 shares of Series A Preferred Stock
Purchase of 659,349 Series B Depositary Preferred
Shares...........................................................................................
Net income........................................................................................
Cash dividends paid or declared on preferred stock.............
Translation adjustments................................................................
Other...................................................................................................

Preferred Stock
Series C
Series A

Common
Stock

Capital in
Excess of
Par Value

$79,063

$12,284
1,044

$107,133
10,706

$11,750
(11,750)

Cumulative
Translation
Adjustments

Total

$28,944

$(10,813)

$228,361
—

(2,334)
1,310
(16,936)
1,976
2

Balance at October 3 1 , 1 9 8 6 ...........................................................
Conversion or redemption of Series C Depositary Pre
ferred Shares..............................................................................
Redemption of Series B Depositary Preferred Shares.........
Issuance of 4 ,000,000 common shares...................................
Exercise of common stock w arrants.........................................
Net income........................................................................................
Cash dividends paid on preferred stock..................................
Translation adjustments................................................................
Exercise of stock options.............................................................
100,000 common shares acquired as Treasury S to ck........

—

Balance at October 3 1 , 1 9 8 7 ...........................................................
Issuance of 6,325,000 common shares..................................
Cash dividends paid on common s to c k ..................................
Net income........................................................................................
Translation adjustments................................................................
Exercise of stock options.............................................................

—

Balance at October 3 1 , 1 9 8 8 ...........................................................

Retained
Earnings

79,063

13,330

(79,063)

6,923
4,000
1,997

(172)
115,333

13,318

(8,837)

70,960
(7,385)
60,360
24,714
22,916
(1,940)
8,688

102
(100)
—

26,252
6,325

1,040
(2,050)
262,972
126,187

34,294

(149)

(4,255)
14,422
(4,789)

S

-

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(Dollar amounts in thousands unless indicated.)
Note 14— Shareholders’ Equity

In July, 1988, the Company sold 6,325,000 shares of
Common Stock in a public offering, receiving proceeds of
$132,500, net of issuance expenses. The Company used
$100,000 of the proceeds to retire early at par plus accrued
interest the 12% Subordinated Debentures of Harnischfeger
Corporation, due 2004, which had an effective annual interest
cost o f 16.6%. Had the public offering of 6,325,000 shares of
Common Stock occurred as of the beginning of fiscal 1988
and a portion of the proceeds therefrom were used to retire the
12% Subordinated Debentures, earnings per common share
for 1988 would have been as follows;
Year Ended October 3 1 , 1988
Continuing operations.............................................................................
Extraordinary loss on retirement of debt..........................................

$1.24
(.50)

Net Incom e...............................................................................................

$ .74

The Company has 50,000,000 authorized shares of Com 
mon Stock, $1 par value, at October 3 1 , 1988, and 1,045,675
shares of authorized Common Stock are reserved for stock
options.

$

—

14

146

$32,591

$389,305

$44,461

$(4,938)

(2,334)
1,310
(16,936)
1,976
(170)
212,207
(1,180)
(7,385)
64,360
26,711
22,916
(1 ,940)
8,688
1,142
(2,150)
323,369
132,512
(4,255)
14,422
(4,789)
160
$461,419
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Income Tax Benefit From Issuance Of Stock To
Employees
DIGITAL EQUIPMENT CORPORATION
C onsolid a te d S ta te m en ts o f S to c k h o ld e rs ’ E q u ity

(in thousands)
June 2 9 , 1985.................................................................................................................. .
Shares issued under stock option and purchase plans (Note 1)..................................
Restricted stock plans, charge to operations................................................................
Stock option and purchase pians— excess Federal income tax benefits (Note I) ......
Two-for-One stock split in form of 100% stock dividend............................................
8% Convertible Subordinated Debentures converted into Common stock.................
Net Income— 1986..........................................................................................................
June 2 8 , 1986.................................................................................................................. ..
Purchase of 5,000,000 shares of treasury stock.........................................................
Shares issued under stock option and purchase plans (Note I) .................................
Restricted stock plans, charge to operations...............................................................
Stock option and purchase plans— excess Federal income tax benefits (Note I) ......
Net Income—1987..........................................................................................................
June 2 7 , 1987.................................................................................................................. ..
Purchase of 3,000,000 shares of treasury stock.........................................................
Shares issued under stock option and purchase plans (Note I) .................................
Restricted stock plans, charge to operations...............................................................
Stock option and purchase plans— excess Federal income tax benefits (Note I) ......
Net Income— 1988..........................................................................................................
July 2 , 1988..................................................................................................................... ..
Note I (In Part): Stock Plans
Restricted Stock O ptions— U nder its Restricted Stock O p
tion Plans, the Com pany has granted certain officers and key
em ployees options, w hich are exercisable upon grant, to
purchase com m on stock at a price determ ined by the Board of
Directors. Shares purchased under the plans are generally
subject to repurchase options and restrictions on sales which
lapse over an extended tim e period not exceeding 10 years.

At the tim e th ese options are exercised, the comm on stock
account is increased by th e par value ($1 per share) of the
shares sold and th e rem aining portion of the proceeds is
credited to additional paid-in capital. T he excess of the fair
m arket value of th e shares on the grant date over the option
price is charged to operations each year as th e restrictions
lapse. Such charges to operations am ounted to $ 3 2 ,0 0 8 ,0 0 0
in the fiscal year ended July 2 , 1988, $ 2 0 ,6 5 3 ,0 0 0 in the fiscal
year ended June 2 7 , 1987 and $ 2 1 ,1 5 5 ,0 0 0 in the fiscal year
ended June 2 8 , 1986. T he am ount deductible for Federal
Incom e taxes exceeds th e am ount charged to incom e for book
purposes. T h e Federal incom e tax benefits relating to this
difference have been credited to additional paid-in capital.

Common
Stock
$ 59,253
2,125

60,200
7,013
$128,591
1,417

Additional
Retained
Paid-in
Capital
Earnings
$1,737,834 $2,757,512
116,285
21,155
20,522
(60,200)
388,708
617,420
$2,224,304 $3,374,932
65,466
20,653
42,516

$130,008 $2,352,939

(102,125)

1,137,435
$4,410,242
(252,825)

Treasury
Stock

$(781,790)
182,072

$(599,718)
(363,499)
456,142

32,008
39,444
$130,008 $2,424,391

1,305,633
$5,463,050

$(507,075)

Total
Stock
holders’
Equity
$4,554,599
118,410
21,155
20,522
395,721
617,420
$5,727,827
(781,790)
146,830
20,653
42,516
1,137,435
$6,293,471
(363,499)
203,317
32,008
39,444
1,305,633
$7,510,374

Em ployee Stock Purchase Plans— U nder the Com pany’s
Em ployee Stock Purchase Plans, all United S tates and certain
international em ployees m ay be granted the opportunity to
purchase com m on stock at 85 % of m arket value on th e first or
last business day of th e six month paym ent period, w hichever
is low er. Com m on stock reserved for future grants aggregated
2 ,0 9 9 ,7 2 7 shares a t July 2, 1988 and 3 ,9 3 7 ,9 5 8 shares at
June 27 , 1987. T h ere w ere 1,838,231 shares issued at an
average price of $ 9 3 .2 5 p er share during the year ended July
2 , 1988 and 1 ,4 2 0 ,6 9 7 shares at $ 8 3 .1 6 per share during the
year ended June 2 7 , 1987. T h ere have been no charges to
incom e in connection w ith the options other than incidental
expenses related to the issuance of the shares. Federal in
com e tax benefits relating to such options have been credited
to additional paid-in capital.
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NATIONAL MEDICAL ENTERPRISES, INC.
C o n s o lid a te d S ta te m en ts o f C h an g es In S to ck h o ld ers ’
E q u ity
(dollar am ounts are expressed in m illions, share am ounts in
thousands)
Y ears Ended M ay 3 1 , 1988, 1987 and 1986

Balances, May 3 1 , 1985....................................................
Stock options exercised.................................................
Tax benefit associated with exercise of stock options.
Notes receivable collections..........................................
Restricted share awards, net.........................................
Cash dividends ($0.55 per share)................................
Conversions of debentures...........................................
Warrants exercised— pooled company.........................
Stock par value adjustment...........................................
Net income......................................................................
Balances, May 3 1 , 1986....................................................
Purchases of treasury stock..........................................
Stock options exercised.................................................
Tax benefit associated with exercise of stock options.
Notes receivable collections..........................................
Restricted share awards, net.........................................
Cash dividends ($0.59 per share)................................
Conversions of debentures and notes.........................
Net income......................................................................
Balances, May 3 1 , 1987....................................................
Purchases of treasury stock..........................................
Stock options exercised.................................................
Tax benefit associated with exercise of stock options.
Notes receivable collections..........................................
Restricted share awards, net.........................................
Cash dividends ($0.63 per share)................................
Conversions of debentures...........................................
Net income......................................................................
Balances, May 3 1 , 1988....................................................

Common Stock
Outstanding
Amount
Shares
77,152
$ 1
551

Additional
Paid-In
Capital
$515
6
4

Notes Receivable
On
Exercise of
Stock Options
$(10)
(2)

Retained
Earnings
$434

Treasury
Stock
$ —

2
446

9

536
13

9

(43)

78,698
(5,354)
423

11

(11)

12

532

(10)

1
2

85
476
(3)

—

(128)
9

4
1

271

8
(44)

2

150
74,188
(4,646)
290

12

538

(6)

63
492

(2)
2

(111)
(89)
7

1
3,540

78

(61)
(47)

8
73,380

$12

$477

S (5)

148
$593

$(115)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 1 (In Part): Significant Accounti n g Policies
f. Stock Benefit Plans
T he fair m arket value on the d ate of aw ard of restricted
shares and the am ount of th e fair m arket value of the Com 
pany’s com m on shares on the d ate of grant of Discounted
Stock O ptions in excess of th e exercise price are charged to
incom e, net of tax, (w ith appropriate credits to additional paidin capital) over the periods that the restrictions as to forfeiture
or exercise lapse. (S e e N ote 6 .)
N ote 6 (In Part): Stock Benefit Plans
Beginning in fiscal 1984, Stock O ptions and Restricted
S hare aw ards have been m ade to certain officers and other
key em ployees under the Com pany’s 1983 Stock Incentive
Plan. During fiscal 1988 shareholders approved an am end
m ent to the Plan to m ake an additional 6 ,0 0 0 ,0 0 0 shares of
comm on stock availab le for issuance under the Plan and to

lim it the ag gregate num ber o f shares available for future
aw ards to 7 ,2 0 0 ,0 0 0 shares. All Stock O ptions are granted at
an exercise price equal to th e fair m arket value of the shares
on the d ate of grant (except Discounted Stock O ptions which
w ere granted at 50 % ), and are exercisable one-third per year
beginning one ye ar from the d ate of grant. Restricted Shares
are issued at no cost to th e em ployee and are held in trust by
the Com pany to be released g enerally in equal am ounts over
five to seven years from the d ate of the aw ard as long as the
em ployee continues to be em ployed by th e Com pany. T here
would be an im m ediate vesting of all Incentive Stock Aw ards
granted under the 1983 Plan under circum stances as defined
in the Plan o r under certain em ploym ent contracts, including a
change in control of the Com pany.
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The fair m arket value on the d ate of aw ard of Restricted
Shares and the excess of the fair m arket value of the Com 
pany shares on th e d ate of grant of Discounted Stock O ptions
over the exercise price are charged to operations as the
restrictions as to forfeiture or exercise lapse. There is no
charge to operations for Stock O ptions th at are granted with
an exercise price equal to the fair m arket value of Com pany
shares at d ate of grant. B efore considering tax benefits,
charges to operations associated w ith Restricted Shares and
Discounted Stock O ptions w ere $ 1 8 ,0 0 0 ,0 0 0 in fiscal 1988,
$ 9 ,0 0 0 ,0 0 0 in fiscal 1987 and $ 9 ,0 0 0 ,0 0 0 in fiscal 1986. T he
rem aining am ount to be charged to future operations over the
next seven years is $ 8 9 ,0 0 0 ,0 0 0 . Any differences in Incom e
tax benefits a s s o c ia te dw ith the above Incentive Stock Awards
and the am ounts realized in incom e tax returns are reflected
as adjustm ents to additional paid-in capital as realized. Any
incom e tax benefits associated w ith stock options, with an
exercise price equal to fair m arket value at d ate of grant, are
credited to additional paid-in capital as realized.

Purchase Method Acquisitions
AMP INCORPORATED
C om b in ed S ta te m en ts o f S h a reh o ld e rs ’ E q u ity

(in thousands)
Balance at January 1 , 1986...........................................
Net Income......................................................................
Cash dividends— 74¢ per share.....................................
Distributions of treasury stock under Bonus Plans......
Balance at December 3 1 , 1986......................................
Net Income......................................................................
Cash dividends— 85¢ per share.....................................
Purchases of treasury stock..........................................
Distributions of treasury stock under Bonus Plans......
Balance at December 3 1 , 1987......................................
Net Income......................................................................
Cash dividends— $1.00 per share..................................
Purchases of treasury stock..........................................
Treasury stock issued for purchase of Matrix Science.
Distributions of treasury stock under Bonus Plans......

Common Stock
AMP Pamcor
$20
$12,480

12,480

12,480

$12,480

Other
Capital
$31,748

20

3,056
34,804

20

1,967
36,771

$20

39,958
380
$77,109

Retained
Earnings
$1,016,571
164,345
(79,959)
1,100,957
249,671
(91,831)

1,258,797
319,123
(107,802)

$1,470,118

Treasury Stock
(Endorsed Shares)
Amount
Shares
4,371
$ 42,965

(148)
4,223

(2,469)
40,496

652
(79)
4,796

29,012
(1,743)
67,765

2,198
(1,997)
(102)
4,895

92,596
(42,663)
(4,238)
$113,460

NO TES TO C O M B IN E D FIN A N C IA L STATEM ENTS
3. Acquisition o f M atrix Science Corporation
Effective August 17, 1988, the Com pany com pleted the
acquisition o f M atrix Science Corporation (M atrix), a leading
producer of cylindrical connectors for the aerospace/m ilitary
m arket. T he total cost of th e acquisition w as approxim ately
$ 1 1 3 ,0 0 0 ,0 0 0 . Tw enty-six percent of th e outstanding M atrix
shares w ere acquired through open m arket purchases prior to
the effective d ate of the m erger, w hile the rem aining shares
w ere obtained in exchange for approxim ately 1 ,9 9 7 ,0 0 0 A M P
treasury shares having a fair m arket value of $ 4 1 ,3 7 5 per
share. The transaction has been accounted for using the
purchase m ethod of accounting. T h e excess of cost over the
fair m arket value of net assets acquired ($ 6 7 ,0 0 0 ,0 0 0 ) is being
am ortized on a straight-line basis over 15 years.

M atrix’s results of operations subsequent to August 17,
1988 are included in th ese financial statem ents. Pro form a
results of operations a re not presented as the am ounts do not
significantly differ from historical A M P results.
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DOW JONES & COMPANY, INC.
C onsolid a te d S tate m e n ts

of S to ckh o ld e rs ’ E q u ity

For the years ended D ecem ber 3 1 , 1 9 8 8 , 1987 and 1986

(in thousands
except shares)
Balance, December 3 1 , 1985.............................................
50% class B common stock dividend...............................
Cash paid in lieu of fractional shares................................
Net income—1986 ..............................................................
Dividends, $.553 per share................................................
Conversion of class B common stock into common
stock................................................................................
Sales under stock purchase plans....................................
Purchase of treasury stock.................................................
Balance, December 3 1 , 1986.............................................
Net income— 1987 ..............................................................
Dividends, $.64 per share..................................................
Conversion of class B common stock into common
stock................................................................................
Capital changes of investee................................................
Sales under stock purchase plans....................................
Purchase of treasury stock.................................................
Balance, December 3 1 , 1987.............................................
Net income— 1988 ..............................................................
Dividends, $.68 per share..................................................
Conversion of class B common stock into common
stock................................................................................
Capital changes of investee................................................
Shares issued in exchange tor Telerate stock (Note 2 )...
Sales under stock purchase plans....................................
Purchase of treasury stock.................................................
Balance, December 3 1 , 1988.............................................

Common
Stock
$65,164

Class B
Common
Stock
$32,580

5,815

Additional
Paid-in
Capital
$ 13,820
(13,820)

Treasury Stock
Retained
Earnings
$526,967
(18,760)
(61)
183,362
(53,585)

70,979

26,765

1,790

(1,790)

5,818

637,923
203,018
(61,860)

1,106
(716)

756

24,975

Total
$ 600,200
(61)
183,362
(53,585)

6,208

779,081
228,178
(66,270)

354,946
(316,406)
(993,428)

2,769
(10,526)
(13,508)

283,277
(729,238)
(1,439,389)

10,312
(32,343)
(35,539)

8,587
(10,526)
727,977
203,018
(61,860)
1,106
9,596
(32,343)
847,494
228,178
(66,270)

(756)
350
144,198
(1,199)

4,437

$77,962

Amount
$ (5,751)

(5,815)
5,818

72,769

Shares
(687,979)
(343,989)

$24,219

$149,557

$940,989

167,492
(73,663)
(1,345,560)

5,754
(2,367)
$(32,152)

350
148,635
4,555
(2,367)
$1,160,575

Note 2. Business Com binations
In th e fourth quarter of 1988 the com pany increased its
interest in T elerate, Inc. to 67% . In early Novem ber th e com
pany exchanged 4 ,4 3 6 ,8 5 1 new ly issued shares of Dow
Jones com m on stock valued a t $ 1 4 8 ,6 3 5 ,0 0 0 to acquire
8 ,8 7 3 ,7 0 2 outstanding shares of T elerate comm on stock from
O klahom a Publishing C om pany. A lso, the com pany pur
chased outstanding shares of T elerate com m on stock for
$2 9 ,4 9 8 ,0 0 0 .
T he initial interest in T eterate w as purchased in August
1 9 8 5 w hen the com pany acquired 32 % of T elerate’s outstand
ing comm on stock for $ 2 8 4 ,5 8 6 ,0 0 0 . in January 1987 the
com pany increased its interest in T elerate to 42% by purchas
ing 10% of T e lerate’s stock from the O klahom a Publishing
Com pany fo r $ 1 3 3 ,1 0 6 ,0 0 0 . In February 1987 the Com pany’s
25% interest in A P -D ow Jo n es/T elerate Com pany w as ex
changed for new ly issued shares of T elerate stock, increasing
to 45% its interest in T eierate’s outstanding com m on stock.
The new shares w ere recorded at th e carrying value of the
A P-D ow Jo n es/T elerate investm ent. O n S eptem ber 2 5 , 1987
the com pany purchased an additional 11 % of the outstanding
comm on stock of T elerate, Inc. for $ 3 0 3 ,4 8 6 ,0 0 0 (including
expenses), thereby increasing the com pany’s interest in T ele
rate to 56% . T he S eptem ber 1987 purchase w as financed with
com m ercial paper and notes (N ote 6).

Prior to O ctober 1987 T elerate w as accounted for by the
equity m ethod (N ote 4 ) w ith earnings recorded on a th reemonth lag. In 1987 T elerate changed its fiscal year from
Septem ber 3 0 to D ecem ber 31 to conform to Dow Jones' fiscal
year. Consequently T e lerate’s earnings w ere included on the
equity m ethod for the tw elve m onths ended S eptem ber 30,
1987 and w ere consolidated beginning O ctober 1 , 1987. The
im pact of including Dow Jones’ share of T e lerate’s earnings
for the th ree m onths ended D ecem ber 31 , 1987 w as not
m aterial to Dow Jones’ 1987 earnings.
In February 1987 the com pany com pleted the purchases of
the South C hina M orning Post, Ltd.’s 51% interest in F ar
Eastern Econom ic R eview for $25.1 million and its 12.7%
interest in Dow Jones Publishing Com pany (A sia), Inc. for
$2.1 million. Having com pleted th ese transactions relating to
the D ecem ber 1986 sale for $ 5 7 .2 m illion o f the com pany’s
18.9% interest in South C hina M orning Post, th e com pany
recorded a gain on sale, after applicable incom e taxes, of
$ 2 9 ,3 6 4 ,0 0 0 , or $ .3 0 per sh are, in 1987’s first quarter.
In O ctober 1987 T elerate, Inc. acquired for $ 7 0 .7 m illion
C M Q Com m unications Inc., a Toronto based provider of in
form ation services. C M Q holds exclusive distribution rights to
T e lerate’s services and products in C anada.

361

Changes In Additional P aid-In C apital

In conjunction w ith acquisitions, th e com pany assum ed
liabilities of $ 3 ,3 5 8 ,0 0 0 in 1988, $ 1 8 1 ,6 4 1 ,0 0 0 in 1987 and
$ 6 1 3 ,0 0 0 in 1986. T h e results of operations of the purchased
com panies are included in the accom panying consolidated
financial statem ents since their respective dates of acquisi
tion.

Warrants Exercised
CAPITAL CITIES/ABC, INC.
C onsolid a te d S ta te m e n t o f S to ck h o ld ers ’ E q u ity

(Dollars in thousands)

Balance December 3 1 , 1985............................................................................... ............
Net income for 1986 ...................................................................................... ............
3,000,000 shares sold to Berkshire Hathaway inc...................................... ............
2,906,703 warrants issued........................................................................... ............
116,013 warrants redeemed......................................................................... ............
246,100 warrants purchased........................................................................ ............
449 warrants exercised................................................................................. ............
44,674 shares issued under Employee Stock Purchase Plan.................... ............
87,666 shares issued on exercise of employee stock options.................. ............
4,201 shares purchased for treasury........................................................... ............
Cash dividends...............................................................................................
Balance December 2 8 , 1986.............................................................................. .............
Net income for 1987 ..................................................................................... ............
205,478 warrants purchased......................................................................... .............
7,072 warrants exercised.............................................................................. .............
33,893 shares issued under Employee Stock Purchase Plan................... .............
26,728 shares issued on exercise of employee stock options.................. .............
1,407 shares purchased for treasury.......................................................... .............
Cash dividends.............................................. ................................................
Balance January 3 , 1988.................................................................................... ............
Net income for 1988 ..................................................................................... .............
541,016 warrants purchased......................................................................... .............
1,767,478 warrants exercised...................................................................... .............
27,701 shares issued under Employee Stock Purchase Plan................... .............
22,432 shares issued on exercise of employee stock options.................. .............
10,727 shares purchased for treasury......................................................... .............
Cash dividends...............................................................................................
Balance January 1 , 1989.................................................................................... .............
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 11 (In Part):
In connection w ith the 1986 acquisition of A B C, 2 ,9 0 6 ,7 0 3
w arrants w ere issued. Each w arrant entitled th e holder to
purchase one share of com m on stock at $ 2 5 0 .0 0 per share
until July 29 , 1988. During the tim e the w arrants w ere out
standing, th e Com pany purchased and redeem ed 1 ,1 08,60 7
w arrants at an average cost of $ 5 8 .4 8 per w arrant, and re
ceived $ 4 4 3 ,7 5 0 ,0 0 0 from the exercise of 1 ,7 7 4 ,9 9 9 w arrants.

Common
stock
$15,394
—
3,000
—
—
—
—
—
—
—
18,394
—
—
—
—
—
—

18,394
—
—
—
—
—
—
$18,394

Additional
paid-in
capital
$ 37,844
—
514,500
97,193
(3,879)
(12,802)
99
7,092
6,974
—
—
647,021
—
(13,888)
1,567
6,374
5,050
—

—
646,124
—
(34,266)
339,451
7,215
3,123
—
—
$961,647

Retained
earnings
$ 997,227
447,689
—

Treasury
stock
$(161,205)
—
—

—

—

—

—

—
—
—
—
—
(3,219)
1,441,697
279,078
—
—

—
—
—

(3,231)
1,717,544
387,076
—
—

—
—
—

(3,427)
$2,101,193

—
13
1,279
2,503
(1.075)
—
(158,485)
—
—

201
960
759
(576)
—

(157,141)
—
—

102,419
996

1,641
(3,644)
—

$ (55,729)

Total
$ 889,260
447,689
517,500
97,193
(3,879)
(12,802)
112
8,371
9,477
(1.075)
(3.219)
1,948,627
279,078
(13,888)
1,768
7,334
5,809
(576)
(3,231)
2,224,921
387,076
(34,266)
441,870
8,211
4,764
(3,644)
(3,427)
$3,025,505
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UNIFI, INC.
C o n s o lid a te d S ta tem e n ts o f C h an g es In S to ck h o ld e rs ’
E q u ity

Balance June 3 0 , 1985.............................................. ....................................
Purchase of Stock................................................. ....................................
Stock Dividend--50% ............................................ ....................................
Warrants Exercised................................................ ....................................
Foreign Currency....................................................
Net Income.............................................................
Balance June 2 9 , 1986............................................... ....................................
Purchase of Stock................................................. ....................................
Warrants Exercised................................................ ....................................
Foreign Currency....................................................
Net Income.............................................................
Balance June 2 8 , 1987.............................................. ....................................
Purchase of Stock................................................. ....................................
Warrants Exercised................................................ ....................................
Options Exercised................................................... ....................................
Foreign Currency....................................................
Net Income............................................................
Balance June 2 6 , 1988............................................... ....................................
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Com m on Stock
O n January 23 , 19 86 th e Com pany’s Board of Directors
declared a 50 % stock dividend accounted for as a stock split.
T he num ber of shares o f the Com pany’s com m on stock re
served for stock options and w arrants and th e related exercise
prices w ere adjusted accordingly.
The Com pany has an Incentive Stock O ption Plan with
6 8 7 ,5 0 0 shares reserved. C hanges in the Incentive Stock
O ptions during Fiscal 1988, 1987 and 1986, respectively,
w ere: sh ares under option a t th e beginning o f th e year,
4 3 2,56 1, 18 7 ,5 0 0 and 1 2 7,50 0; options exercised, 8 ,2 0 0 in
1988, zero in both 19 87 and 1986; shares under option at the
end of th e y e ar 6 7 9 ,3 0 0 , 432,561 and 1 8 7,50 0. T he exercise
price of shares ranges from $ 5 .3 8 to $ 1 8 .0 0 .
In O ctober of 19 87 the Com pany adopted a Non-Q ualified
Stock O ption Plan w ith 2 5 0 ,0 0 0 shares reserved. Shares
under option at the end o f the year w ere 5 0 ,0 0 0 . T h e exercise
price of th e shares is $ 1 8 .0 0 .
T h e C om pany has outstanding w arrants representing
1 ,3 1 3 ,2 0 5 shares expiring July 1 , 19 88 exercisable at $ 7 .5 2
per share, payable a t th e holder’s option, eith er in cash or
surrender of th e 1 2 ¼ % subordinated notes, which wilt be
valued at th eir principal am ount.
Shares authorized w ere 5 0 m illion in 19 88 and 2 0 million in
1987.

Shares
Outstanding
6,265,033
(50,000)
3,107,371
540,526

Common
Stock
$626,503
(5,000)
310,737
54,053

Capital in
Excess of Par
$18,130,121
(587,375)
(312,666)
4,100,713

Retained
Earnings
$ 53,139,423

Foreign
Currency
Translation
$ (583,812)

3,509,506
9,862,930
(343,000)
26,952

$986,293
(34,300)
2,695

$21,330,793
(4,966,823)
199,993

10,407,477
$ 63,546,900

$2,925,694

623,017
9,546,882
(907,300)
415,740
8,200

$954,688
(90,730)
41,574
820

$16,563,963
(18,547,981)
3,084,820
43,269

12,027,884
$ 75,574,784

$3,548,711

(1,223,996)
$9,063,522

$906,352

$ 1,144,071

24,819,113
$100,393,897

$2,324,715
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Treasury Stock Transactions
GERBER PRODUCTS COMPANY
C onsolid a te d S tate m e n ts o f S h a reh o ld e rs ’ E q u ity

(in thousands)
Balances at April 1 , 1985 ................................................................................................
Net earnings for the year............................................................................................
Cash dividends of $1.32 per share.............................................................................
Issuance of 150,000 shares in connection with conversion of debt......................
Issuance of 129,938 shares of treasury stock upon exercise of stock options—
Note J .......................................................................................................................
Foreign currency translation adjustment for the year...............................................
Balances at March 3 1 , 1986............................................................................................
Cumulative foreign currency translation adjustment at April 1 , 1986.....................
Net earnings for the year............................................................................................
Cash dividends of $1.32 per share.............................................................................
Repurchase of 985,000 shares for treasury.............................................................
Issuance of 72,040 shares of treasury stock upon exercise of stock options—
Note J .......................................................................................................................
issuance of 18,827 shares of treasury stock to the Gerber Employee Stock Own
ership Plan................................................................................................................
Foreign currency translation adjustments for the year.............................................
Balances at March 3 1 , 1987............................................................................................
Net earnings for the year............................................................................................
Cash dividends of $1.32 per share.............................................................................
Issuance of 90,152 shares of treasury stock upon exercise of stock options—
Note J .......................................................................................................................
Foreign currency translation adjustments for the year.............................................
Balances at March 3 1 , 1988............................................................................................

Note J—Stock Option Plans
U nder the Co m pany’s 1986 stock option plan for key em 
ployees, the Com pany m ay grant either nonqualified or incen
tive stock options to purchase up to 1 ,0 0 0 ,0 0 0 shares of
comm on stock. A second plan, approved by shareholders in
fiscal 1 9 8 7 for nonem ployee directors, allow s the Com pany to
grant nonqualified options to purchase up to 2 0 0 ,0 0 0 shares
of comm on stock. Both nonqualified and incentive stock op
tions w ere previously granted under a plan for key em ployees
which expired in fiscal 1986. All nonqualified options allow for
the purchase of com m on stock at prices not less than 85
percent of m arket price a t the d ate o f grant and expire ten
years after grant. T h e incentive stock options allow the em 
ployee to purchase shares of com m on stock a t prices equal to
m arket value a t th e d ate of grant and expire five years later.
O ptions generally becom e exercisable tw elve months after
grant at a rate of o ne-half annually on a cum ulative basis,

Common
Stock
$51,692

Additional
Paid-in
Capital
$
0

375

3,125
514

52,067

3,639

Retained
Earnings
$304,793
45,495
(26,942)

Foreign
Currency
Translation
Adjustments
$ (644)

3,027

(788)
322,558

Cost of
Common
Stock in
Treasury
$ (5.957)

(190)
(834)
(1.068)

(2,930)

28,461
(26,575)
(49,378)
2,212

(369)

944

(115)
52,067

3,155

324,444
21,181
(26,041)

176
(1.726)

4,523

(2,282)
$52,067

$ 873

(49,152)

$319,584

(270)
$(1,996)

$(44,629)

subject to certain lim itations. A sum m ary o f shares subject to
options follows:

Shares
Price Range
Outstanding at April 1 , 1986.......................
374,987
$ 9.00-$34.81
Granted.........................................................
102,400
36.23-43.38
Exercised......................... .........................
(72,040)
9.00-34.81
Cancelled...................................................
(28,070)
9.00-36.87
Outstanding at March 3 1 , 1987 .................
377,277
9.00-43.38
Granted.........................................................
165,800
33.58-51.37
Exercised...................................................
(90,152)
9.00-43.38
Cancelled...................................................
(59,996)
11.19-42.98
Outstanding at March 3 1 , 1988 .................
392,929
9.00-51.37
Exercisable at March 3 1 , 1988..................
180,029
Reserved for future grant:
At April 1, 1987 ......................................
988,134
At March 31, 1988 ..................................
835,784

9.00-43.38
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Change In Par Value
BOWNE & CO., INC.
C o n s o lid a te d S ta te m e n ts o f S to ck h o ld e rs’ E q u ity
Y ears Ended O ctober 31 , 1 9 8 8 , 1987 and 1986

Balance November 1 , 1985...............
Net income....................................
Foreign currency translation
adjustment..................................
Cash dividends ($.22 per share)..
Exercise of stock options..............
Balance October 3 1 , 1986 .................
Net Income....................................
Foreign currency translation
adjustment..................................
Investment valuation allowance....
Cash dividends ($.25 per share)..
2-for-1 stock s p lit.........................
Acquisition of treasury stock.........
Exercise of stock options..............
Balance October 3 1 , 1987.................
Net income.....................................
Par value reduction.......................
Foreign currency translation
adjustment..................................
investment valuation allowance....
Cash dividends ($.25 per share)..
Acquisition of treasury stock........
Exercise of stock options..............
Balance October 3 1 , 1988.................

Common
Stock
$ 9,139,000

Additional
Paid-In
Capital
$ 5,060,000

Retained
Earnings
$ 79,026,000
19,671,000

Foreign
Currency Investment
Translation
Valuation
Adjustment Allowance
$ (674,000)

Treasury
Stock

(241,000)

(241,000)
(4,025,000)
267,000
108,223,000
25,536,000

(4,025,000)
19,000
9,158,000

248,000
5,308,000

94,672,000
25,536,000

(915,000)

1,160,000

1,160,000
(351,000)
(4,592,000)

$(351,000)
9,190,000

(5,727,000)

56,000
18,404,000

590,000
171,000

(4,592,000)
(3,463,000)
$(1,507,000)
112,153,000
12,811,000

Total
$ 92,551,000
19,671,000

245,000

(351,000)

(1,507,000)

(1,507,000)
646,000
129,115,000
12,811,000

(18,231,000)18,231,000
932,000
351,000
(4,557,000)
(788,000)
11,000
$ 184,000

276,000
$18,678,000

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 8 —C ap ital Stock

In 1 9 8 8 , th e C om pan y am en d ed its C ertifica te o f incorpora
tion increasing th e au th o rized num ber o f com m on sh ares from
3 0 ,0 0 0 ,0 0 0 to 6 0 ,0 0 0 ,0 0 0 , increasing th e auth o rized num ber
o f p referred sh ares from 5 0 0 ,0 0 0 to 1 ,0 0 0 ,0 0 0 and reducing
th e p ar v alu e o f both from on e d o llar to o n e c en t p e r sh are.

$120,407,000

$ 1,177,000

$

$(2,295,000)

932,000
351,000
(4,557,000)
(788,000)
287,000
$138,151,000
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FOREIGN CURRENCY TRANSLATION
Statem ent o f Financial Accounting Standards No. 52,
Section F 60 of F A S B Accounting Standards—C urrent Text, is
the authoritative pronouncem ent on foreign currency transla
tion. S FA S No. 5 2 requires translation adjustm ents to be
reported separately and accum ulated in a separate compo
nent of stockholders’ equity. Exam ples of foreign currency
translation disclosures follow.

AMERON, INC.
C o n s o lid a te d S ta te m en ts o f S to c k h o ld e rs ' E q u ity

Common Stock
Shares
Outstanding
Amount

Additional
Paid in Capital

Retained
Earnings
$115,565,000
13,022,000

Balance, November 30, 1985 ...........................................................
Net income— 1986........................................................................
Exercise of stock options and other...............................................
Dividends on common stock.........................................................
Foreign currency translation adjustments (net of deferred income
taxes of $529,000)...................................................................

4,783,718

$11,959,000

$7,065,000

60,710

152,000

788,000

Balance, November 3 0 , 1986 ...........................................................
Net income— 1987........................................................................
Exercise of stock options and other...............................................
Dividends on common stock.........................................................
Foreign currency translation adjustments (net of deferred income
taxes of $1,102,000).................................................................

4,844,428

12,111,000

7,853,000

25,086

63,000

348,000

Balance, November 3 0 , 1987 ...........................................................
Net income— 1988........................................................................
Exercise of stock options and other...............................................
Dividends on common stock.........................................................
Foreign currency translation adjustments (net of deferred income
taxes of $206,000)...................................................................
Purchase of treasury stock*..........................................................

4,869,514

12,174,000

8,201,000

32,721

82,000

389,000

Balance, November 3 0 , 1988 ...........................................................

3,990,835

Cumulative
Foreign
Currency
Translation
Adjustments
$(1,156,000)

(4,443,000)
505,000
124,144,000
16,368,000

(651,000)

(4,671,000)
1,337,000
135,841,000
12,065,000

686,000

(4,361,000)
(328,000)
(911,400)
$12,256,000

$8,590,000

$143,545,000

$ 358,000

*ln March, 1988, the Company repurchased 911,400 shares of common stock at a total cost of $32,482,000 which is deducted from total Stockholders’ Equity in
the accompanying consolidated balance sheets. The reacquired shares have not been retired.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Foreign C urrency Translation
The functional currency for the m ajority of the Com pany’s
foreign operations is the applicable local currency. T he trans
lation of the applicable foreign currencies into U .S . dollars is
perform ed for balance sheet accounts using current exchange
rates in effect at the balance sheet d ate and for revenue and
expense accounts using a w eighted average exchange rate
during the period. T he gains or losses, net of applicable de
ferred incom e taxes, resulting from such translation are in
cluded in stockholders’ equity.

G ains or losses resulting from foreign currency transac
tions are included in “M iscellaneous, net’’ in the incom e state
m ent and am ounted to a gain of $ 7 2 4 ,0 0 0 for the year ended
Novem ber 3 0 , 1988 and losses of $ 1 1 3 ,0 0 0 and $ 1 ,0 9 2 ,0 0 0
for the years ended N o vem b er 3 0 , 1987 and 1986, respective
ly.
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THE FOXBORO COMPANY
C o n s o lid a te d S ta te m en ts o f S h a re o w n e rs ' E q u ity
(Dollars in thousands, except per share amounts)
Common
Stock
$1 Par Value

Additional
Paid-in
Capital

Cumulative
Translation
Adjustment

Balance, December 3 1 , 1985.......................................................
Net income..............................................................................
Dividends, $.25 per share......................................................
Translation adjustments, net of income taxes of $500............
Purchase of treasury shares at fair market value.....................
Shares issued in connection with employee honorarium
awards................................................................................

$12,570

$71,907

$(14,028)

Balance, December 3 1 , 1986.......................................................
Net loss...................................................................................
Translation adjustments, net of income tax benefit of $309....
Shares issued pursuant to stock plans and in connection with
employee honorarium awards.............................................

12,570

Retained
Earnings
$188,748
8,662
(3,078)

Treasury
Stock
at Cost

Total
Shareowners’
Equity

$(6,013)

$253,184
8,662
(3,078)
9,651
(990)

9,651
(990)
10

9
71,916

(4,377)

194,332
(96,934)

19

(6,993)

17,849
22
12,570

Balance, December 31, 1987......................................................

71,938

13,472

(3)
(6,996)

97,398

(1.786)
7

13

$(6,989)

$195,186

6

Balance, December 3 1 , 1988......................................................

$12,570

$71,944

$11,686

$105,975

19
188,382
9,808
(1.231)
(1.786)

9,808
(1,231)

Net income..............................................................................
Dividends, $.10 per share......................................................
Translation adjustments, net of income taxes of $426............
Shares issued pursuant to stock plans and in connection with
employee honorarium awards.............................................

267,448
(96,934)
17,849

N O TES TO FIN A N C IA L STA TEM EN TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies

UNIVERSAL CORPORATION (JUN)

Translation of foreign currencies;

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

All assets and liabilities of the Com pany’s foreign sub
sidiaries in “non-hyperinflationary” econom ies are translated
at exchange rates in effect on reporting d ates, and incom e and
expenses are translated at rates which approxim ate those in
effect on transaction dates. W ith som e exceptions, differ
ences due to changing translation rates are charged or credit
ed to “cum ulative translation adjustm ent” In shareow ners’
equity.
For those countries considered “hyperinflationary,” ex
change rates em ployed in translation are sim ilar to the above
except for inventories and property, plant and equipm ent and
associated cost of sales and depreciation, w here historic rates
are used. Resulting exchange gains and losses are included
in the results of operations.
Note 11: O ther Incom e, N et
O ther incom e, net consisted of the following;
1988
Interest income..................................
Gain on sale of property, plant and
equipment......................................
Equity in earnings of joint ventures ...
Currency exchange losses.................
Other.................................................

$(2,722)

1987

1986

$(3,130)

$(2,369)

(940)
(1,478)
2,316
(393)

(998)
(1,167)
2,240
(102)

(4,923)
(800)
1,786
(33)

$(3,217)

$(3,157)

$(6,339)

(All dollar am ounts are in thousands, except as otherw ise
noted)
Note 1 (In Part): Accounting Policies
Translation of Foreign Currencies
Foreign currency transactions and financial statem ents
(except for countries w ith highly inflationary econom ies) are
translated into U .S . dollars at current exchange rates except
revenues, costs and expenses which are translated at aver
age exchange rates during each reporting period. Exchange
gains and losses resulting from foreign currency transactions,
which w ere im m aterial are included in th e statem ent of incom e
currently, w hereas, adjustm ents resulting from translations of
financial statem ents are reflected as a separate com ponent of
shareholders’ equity. An analysis of foreign currency transla
tion adjustm ents in shareholders’ equity at June 3 0 , 1988 and
1987 is as follows;
1988

1987

Balance at beginning of year.................................
Translation adjustments for the year.....................
Allocated income taxes..................................

$(7,460)
3,102
(487)

$(8,314)
2,821
(1,967)

Balance at end of year.................................. ........

$(4,845)

$(7,460)
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The financial statem ents of subsidiaries located in highly
inflationary econom ies m ust be rem easured as if the function
al currency w ere the U .S . dollar. T he rem easurem ent of their
local currencies to U .S . dollars creates translation adjust
m ents which are included in net incom e. Included in pre-tax
incom e for 1988, 1987 and 1986 are translation gains of
$2 2,24 5, $ 5 ,3 4 4 and $ 4 ,5 6 6 , respectively, which arose princi
pally from the translation at current exchange rates of net
m onetary liabilities expressed in foreign currencies which de
valued during the year. T hese translation gains w ere offset by
a reduction of incom e in 1988, 1987 and 1986 o f $ 1 9,94 8,
$ 3 ,8 4 2 and $ 6 ,5 4 0 , respectively, caused by the translation of
cost of goods sold and depreciation expense at historical
rates, rather than at average rates, w hile revenues and other
expenses w ere translated at average rates.

M ajor currencies are the U .S . dollar, British pound sterling
and Belgian franc. O ther im portant currencies include the
Brazilian cruzado, C anadian dollar, French franc, Japanese
yen, M exican peso and W est G erm an m ark. Currency restric
tions are not expected to h ave a significant effect on M onsanto ’s cash flow , liquidity o r capital resources.

MONSANTO COMPANY

Technological expenses:
Research and development................
Engineering, commercial development
and patent......................................

S ta te m en t o f C o nso lid a te d S h a re o w n e rs ' E q u ity
(Dollars in millions, except per share)

1988

1987

Common Stock:
Balance, January 1 and December 31 ....

$

Additional Contributed Capital;
Balance, January 1 ...................................
Employee stock plans.............................

$ 872
2

$

Balance, December 31..............................

$ 874

$

164 $

1986

Balance, December 31..............................

$

1986
$2,023
1,937
356
99

575

557

523

Total technological expenses.............
Interest expense;
Total interest cost..............................
Less capitalized interest.....................

73

58

73

648

615

596

188
(16)

215
(14)

$

854
7

Net interest expense..........................

172

201

Equity in affiliates’ income (loss).......

(5)

7

12

872

S

861

Currency gains (losses) including
equity in affiliates’ currency gains
and losses....................................

(20)

(11)

8

$

(98)

3,282
436
(212)

$

3,662

$

3,058
$ 2,824
USX
CORPORATION
433
(199)

Treasury Stock:
Balance, January 1 ................................... $ (517) $ (204) $ (244)
Shares purchased (5,605,300 and
4,120,100 shares in 1988 and 1987,
respectively)............................................
(457) (339)
Shares issued under employee stock
plans (339,963; 558,528 and
906,536 shares in 1988-1986, re
spectively) ..........................................
22
26
40
Balance, December 31.............................

1987
$2,383
1,955
398
108

861
11

100

519
(211)

1988
$2,587
2,022
527
115

193
(19)
174

Balance, December 31..............................

$

Raw material and energy costs.........
Employee compensation and benefits.
Current income and other taxes........
Rent expense....................................

164

(98) $ (191)
197
103
1
(10)

$ 52

Supplem ental incom e statem ent d ata w ere as follows:

164 $

Accumulated Currency Adjustment:
Balance, January 1 ................................... $ 100 $
Translation adjustments...............................
(53)
Income taxes..........................................
5
Reinvested Earnings;
Balance, January 1 ................................... $
Net income..................................................
Dividends....................................................

Supplem ental D ata

$ (952) $ (517)

$ (204)

N O TES TO FIN A N C IA L STA TEM EN TS
Currency Translation
M ost of M onsanto’s ex -U .S . entities’ financial statem ents
are translated into U .S . dollars using current exchange rates.
U nrealized currency adjustm ents in the Statem ent of Consoli
dated Financial Position are accum ulated in shareow ners’
equity. T he financial statem ents of ex -U .S . entities that oper
ate in hyperinflationary econom ies, including B razil, M exico
and Argentina, are translated a t eith er current or historical
exchange rates, as appropriate. T hese currency adjustm ents
are included in net incom e.

(DEC)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
3,282
$ 3,058
M EN
TS
24. Foreign Currency Translation
Exchange adjustm ents resulting from foreign currency
transactions generally are recognized in incom e, w hereas,
adjustm ents resulting from translation of financial statem ents
are reflected as a separate com ponent of stockholders’ equity.
For 1 9 8 8 , 1987 and 1986, respectively, the aggregate foreign
currency transaction losses included in determ ining net in
com e w ere $1 m illion, $11 million and $ 3 m illion. An analysis
of changes in cum ulative foreign currency translation adjust
m ents follows:
(In millions)
Cumulative foreign currency translation adjustments at
January 1 ..................................................................
Aggregate adjustments for the year;
Foreign currency translation adjustments.................
Amount of income taxes related to translation
adjustments...........................................................
Amount related to disposition of investments, net of
income tax............................................................
Cumulative foreign currency translation adjustments at
December 31.............................................................

1988

1987

$(35)

$(27)

3

18

—

(5)

—

(21)

$(32)

$(35)
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SONOCO PRODUCTS COMPANY
C o n so lid a te d S ta te m en ts o f C h a n g e in S h a reh o ld e rs'
E q u ity
(Y ears ended D ecem ber 31)

Common
Shares

Capital in
Excess of
Stated Value

Translation
of Foreign
Currencies

January 1 , 1986............................................................
Net income................................................................
Dividends, $.41 per share........................................
Translation gain (net of $631 in taxes).....................
Issuance of treasury shares under stock option plan

$7,175

$45,802

$(19,428)

December 3 1 , 1986.......................................................
Net income................................................................
Dividends, $.50 per share........................................
Translation gain (net of $879 in taxes).....................
Issuance of treasury shares under stock option plan
Treasury shares acquired.........................................

7,175

December 31, 1987......................................................
Net income................................................................
Dividends, $.64 per share........................................
Translation gain (net of $171 in taxes).....................
Issuance of treasury shares under stock option plan

7,175

December 3 1 , 1988......................................................

$7,175

(Dollars in thousands)

Treasury
Shares

$272,631
54,676
(17,963)

$(10,437)

309,344
61,482
(21,942)

(10,303)

427
134

(127)
45,675

(19,001)

9,864
172
45,847

475
(3,029)
(9,137)

348,884
96,277
(28,046)

(12,857)

5,621
135

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
International Operations
Foreign earnings, net assets and dividends received by the
Com pany from foreign operations are as follows;
(000 Omitted)
Operating profit.................................................
Dividends..........................................................
Net assets..........................................................

Retained
Earnings

1988

1987

$ 28,072
14,813
113,046

$21,024
7,513
96,017

The aggregate foreign currency transactions gains recog
nized in net incom e w ere $ 9 ,0 0 0 in 1988; $ 1 4 5 ,0 0 0 in 1987;
and $ 8 5 ,0 0 0 in 1986. In 1988 the exchange gains included in
determ ining net incom e w ere $ 6 2 ,0 0 0 . This com pares to loss
es of $ 7 1 3 ,0 0 0 in 1987 and gains of $1,961 in 1986.

$45,982

587
$ (3,516)

$417,115

$(12,270)
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THE L. S. STARRETT COMPANY
C o n s o lid a te d S tatem e n ts o f S to ck h o ld ers ’ E q u ity

For the years ended in June, 1986 through 1988.
(in thousands)
Common
Stock Out
standing
($1 Par)

Addi
tional
Paid-in
Capital

Balance June 2 9 , 1985 (1,082,270 shares in treasury).
Net earnings..................................................................
Dividends ($1.08).........................................................
Treasury shares:
Purchased.................................................................
Issued.......................................................................
Options exercised..........................................................
ESOP loan repayments.................................................
Translation gain (net of $638,000 in taxes)..................
Balance June 2 8 , 1986 (1,232,495 shares in treasury).
Net earnings..................................................................
Dividends ($1.10).........................................................
Treasury shares:
Purchased.................................................................
Issued.......................................................................
Options exercised..........................................................
ESOP loan repayments.................................................
Translation gain (net of $691,000 in taxes)..................

$3,638

$17,934

$64,942
12,701
(3,831)

(169)
18
40

(866)
665
876

(5,046)

Balance June 2 7 , 1987 (1,327,301 shares in treasury).
Net earnings..................................................................
Dividends ($1.17).........................................................
Treasury shares:
Purchased.................................................................
Issued.......................................................................
Options exercised..........................................................
ESOP loan repayments.................................................
Translation gain (net of $701,000 in taxes)..................

3,463

Significant Accounting Policies (In Part)

Translation of foreign currencies: Assets and liabilities in
nonhyperinflationary economies are translated at exchange
rates in effect on reporting dates, and income and expenses
are translated at rates in effect on transaction dates. The
resulting differences due to changing exchange rates are
charged or credited directly to the "Foreign currency transla
tion adjustment” account included as part of stockholders’
equity. For the Company’s subsidiary in Brazil (a hyperinfla
tionary economy), the translation method is the same except
that inventories and plant and the related charges to cost of
sales and depreciation expense are tra n s la te dat rates in
effect at the tim e the assets were purchased and the resulting
translation gains and losses are included in the determination
of net earnings.

Retained
Earnings

$(10,308)

$(3,521)

1,086
3,527

(130)
35
31

18,609

(718)
1,458
768

(9,222)

68,766
14,369
(3,831)

749
(2,772)

(4,820)

813
995

(62)
34
18

20,117

(374)
1,421
540

74,484
15,847
(4,044)

(8,409)

(1,777)

(2,301)

1,085
$3,453

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

Equity Adjustments
Currency
Trans
lation
ESOP

$21,704

$83,986

$ (7,324)

1,669
$ (108)

Total
$ 72,685
12,701
(3,831)
(6,081)
683
916
1,086
749
78,908
14,369
(3,831)
(5,668)
1,493
799
813
995
87,878
15,847
(4,044)
(2,737)
1,455
558
1,085
1,669
$101,711

Other Income and Expense

Other income and expense consists of the following (in
thousands):

Interest income..................................
Interest expense and commitment
fees...............................................
Realized and unrealized exchange
gains and losses...........................
Other.................................................

1988

1987

1986

$2,115

$ 1,878

$1,760

(2,402)

(1,324)

(516)

(4,824)
856

(1,985)
(303)

(1,414)
(152)

$(4,255)

$(1,734)

$ (322)

Unrealized exchange losses on short-term investments in
Brazil are netted against the income earned on those invest
ments.
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A P B Opinion No. 19 required that a statem ent sum m arizing
changes in financial position be presented for each period for
which an incom e statem ent is presented. Effective for fiscal
years ending after July 15, 1988, Statem ent o f Financial
Accounting Standards No. 9 5 supersedes Opinion 19. S FA S
No. 95, Section C 2 5 of F A S B Accounting Standards—C ur
rent Text, requires th at a S tatem ent of Cash Flows, which
classifies cash receipts and paym ents by operating, investing,
and financing activities, replace the Statem ent of C hanges in
Financial Position. Fifty-eight survey com panies with fiscal
years ending before th e effective d ate of S FA S No. 9 5 did not
present a Statem ent of C ash Flow s in their 1988 annual
report. O f the com panies presenting a Statem ent of Cash
Flows for the first tim e, eleven did not restate com parative
annual financial statem ents. T hese eleven com panies pre
sented a S tatem ent of C ash Flow s for 1988 and a Statem ent
of C hanges in Financial Position for 1987 and 1986.

TABLE 5-1: PRESENTATION IN ANNUAL REPORT
1988

1987

1986

1985

Final statement.......................
Follows income statement
and balance sheet.............
Between income statement
and balance sheet.............
First statement........................
Other ......................................

352

356

360

373

201

198

190

172

45
2
—

44
2
—

47
1
2

51
2
2

Total C om panies...............

600

600

600

600

1988

1987

1986

1985

58
528
12

565
16
4
6
9

587
1

600

600

PRESENTATION IN ANNUAL REPORT

TABLE 5-2: TITLE

Other.......................................

2

Total Com panies...............

600

600

Cash F lo w ...............................
Funds F low ..............................

T a b le 5-1 show s th e p la ce m en t o f th e S ta te m e n t of
Changes in Financial Position or S tatem ent of Cash Flows in
relation to other financial statem ents. As shown in T ab le 5-1 ,
such statem ents are usually presented in an annual report as
the last financial statem ent or after the incom e statem ent and
balance sheet but before the statem ent of stockholders’ equi
ty-

TITLE
477
103
7
7
6

Changes in Financial P osition
Cash F low s ..............................

This section review s the form at and content of the S tate
m ent of C ash Flow s. T he S tatem ents appearing as exam ples
have been edited to show, if not already so shown in the
annual report, all dollar am ounts in thousands or millions.

—

—

4
8

T ab le 5 -2 shows the titles used to identify a Statem ent of
Changes in Financial Position or a S tatem ent of Cash Flows.
As indicated in T ab le 5 -2 , prior to 1986 the survey com panies
usually used the title recom m ended in paragraph 8 of Opinion
No. 19. In 1986 and 1987, as a result of S FA S No. 9 5 pub
lished in Novem ber 1987, som e of the survey com panies
began using th e title Statem ent of C ash Flows or Statem ent of
Cash Flow.
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CASH FLOWS FROM OPERATING
ACTIVITIES
Paragraphs 2 1 -2 4 of S F A S No. 9 5 define those transac
tions and events which constitute operating cash receipts and
paym ents. S FA S No. 9 5 recom m ends th at the direct m ethod,
as defined in paragraph 27, be used to report net cash flow
from operating activities. O f the 54 2 survey com panies pre
senting a S tatem ent of C ash Flows, 16 used the direct method
and 52 6 used the indirect m ethod (reconciling net incom e to
net cash flow from operating activities) to report net cash flow
from operating activities. R egardless of w hether the direct or
indirect m ethod is used, paragraph 2 9 of S FA S No. 9 5 re
quires th at a reconciliation of net incom e to net cash flow from
operating activities be presented and th at interest and incom e
tax paym ents be disclosed. Exam ples of reporting cash flows
from operating activities follow.

Direct Method
AMERICAN BUILDING MAINTENANCE
INDUSTRIES, INC. (OCT)
C o n s o lid a te d S ta te m en ts o f C ash Flow s

(in thousands of dollars)
CASH FLOWS FROM OPERAT
ING ACTIVITIES:
Cash received from customers..
Other operating cash receipts ...
Interest received.........................
Cash paid to suppliers and em
ployees.....................................
Interest paid................................
Income taxes paid.......................
Net cash provided by operating
activities..................................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
Additions to property, plant and
equipment...............................
Proceeds from sale of property,
plant and equipment..............
(Increase) decrease in invest
ments and long-term receiv
ables .......................................
Intangibles resulting from ac
quisitions ................................
Net cash used in investing acti
vities .......................................

1988

1987

1986

$ 570,751
1,044
344

$ 515,797
460
269

$ 472,247
2,661
344

(551,954)
(1.547)
(12,195)

(498,712)
(1,835)
(1,379)

(460,495)
(2,063)
(714)

6,443

14,600

11,980

(5,471)

(9,119)

(7,239)

386

666

(147)

1,861

(2,593)

(3,781)

458
(596)
(1,873)

CASH FLOWS FROM FINANC
ING ACTIVITIES:
Common stock issued................
Dividends paid..................................
Common stock reacquired.........
Proceeds from sale/leaseback of
vehicles..........................................
Long-term borrowings................
Repayments of long-term bor
rowings.........................................
Net cash provided by financing
activities..................................
Net increase (decrease) in cash
and cash equivalents.............
Cash and cash equivalents be
ginning of year.......................
CASH AND CASH EQUIVALENTS
END OF YEAR......................... $

1,958
(3,523)
(3,362)

1,845
(3,424)
—

1,549
(3,261)
—

4,324
8,141

—
19,010

—
6,451

(3,319)

(23,258)

(8,836)

(5,827)

(4,097)

4,219
2,837
618
3,455

$

(1,600)

(1,367)

2,218

3,585

618

$

2,218

RECONCILIATION OF NET IN
COME TO NET CASH PRO
VIDED BY OPERATING ACTI
VITIES:
Net income.................................. $ 7,100 $ 4,922 $ 2,763
Adjustments:
Depreciation and amortization...
7,348
7,749
6,556
(Increase) decrease in accounts
receivable...............................
(9,063)
(11,141)
(4,831)
(increase) decrease in inventor
ies and supplies.....................
431
772
(514)
(Increase) decrease in prepaid
expenses.........................................
(699)
848
(155)
(Increase) decrease in other
assets...............................................
(40) (252)
442
Increase (decrease) in income
taxes payable.........................
1,757
(191)
585
Increase (decrease) in deferred
income taxes...........................
(8,373)
3,190
1,127
Increase (decrease) in retire
ment plans accrual..........................
43
132
(102)
Increase (decrease) in insurance
claims accrual........................
1,547
3,570
6,026
Increase (decrease) in accounts
payable and other accrued
liabilities..................................
6,392
5,001
83
Total adjustments........................
(657)
9,678
9,217
Net cash provided by operating
activities.................................. $ 6,443 $ 14,600 $ 11,980
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
1. (In Part): Sum m ary o f Significant Accounting Policies

(7,825)

(10,373)

(9,250)

S tatem en ts o f C ash Flow s: In N o vem b er 1 9 8 7 , th e F inan
cial A ccounting S tan d ard s B oard issued S ta te m en t N o. 9 5
“S tatem en t of C ash F lo w s.” T h e C om pan y has adopted th e
provisions of S ta te m en t N o . 9 5 in 1 9 8 8 and has presented
consolidated s tatem en ts o f cash flow s in stead of consolidated
statem ents of ch an g es in fin a n c ia l position fo r e ac h o f th e
years in th e th re e -y e a r period en d ed O cto b er 3 1 , 1 9 8 8 .
For purposes o f th e s tatem e n ts of cash flow s, th e C om pany
considers cash on hand, deposits in b ank and certificates of
deposit as cash and cash eq u ivalen ts.
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GALAXY CARPET MILLS, INC. (SEP)
Statements o f

C ash Flow s

($000)
CASH FLOWS FROM OPERAT
ING ACTIVITIES;
Cash received from customers..
Insurance proceeds received.....
Cash paid to suppliers and em
ployees..................................
Income taxes paid...................
Interest paid..............................
Cash paid to settle lawsuit........

1988

1987

$268,812
2,376

$261,432

$206,555

(251,152)
(633)
(6,123)
(148)

(260,543)
(4,628)
(5,094)

(191,893)
(1,006)
(4,301)

Net cash provided by (used in)
operating activities.....................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
Capital expenditures.......................
Proceeds from sale of fixed
assets...................................
Gain on foreign exchange trans
actions..................................
Issuance of common stock.......

13,130

(8,835)

9,354

(11,377)

(11,695)

(8,686)

73

102

154
155

28

Net cash used in investing ac
tivities.......................................

(11,068)

(11,592)

CASH FLOWS FROM FINANC
ING ACTIVITIES;
Proceeds from short-term notes
Principal payments on short
term notes.............................
Proceeds from capital lease
obligations.............................
Borrowings under line of credit
agreement..................................
11,400
Principal payments on long
term notes and line of credit.
(11,000)
Principal payments under capital
lease obligations....................
(336)
Payment for treasury stock.......
(940)
Net cash provided by (used in)
financing activities................

2,015

16,000

13,000

(50,888)

(13,000)
418

57,600
(3,000)

(1,488)

(298)

(173)

19,953

1,185
829
$

(8,584)

539

(876)

NET INCREASE (DECREASE) IN
CASH....................................
CASH AT BEGINNING OF YEAR.
CASH AT END OF YEAR............

1986

(1,243)

(474)
1,304
$

829

(474)
1,778
$

1,304

RECONCILIATION OF NET IN
COME TO NET CASH PRO
VIDED BY (USED IN) OPER
ATING ACTIVITIES:
Net incom e................................. $
Adjustments to reconcile net in
come to net cash provided
by operating activities;
Depreciation............................
Provision for losses on
accounts receivable...........
Loss on sales of fixed assets
Increase in receivables..........
Increase in current deferred
income taxes.............................
(Increase) decrease in inven
tory .....................................
(Increase) decrease in other
current assets...........................
Increase (decrease) in
accounts payable..............
Increase (decrease) in in
come taxes payable..........
Increase (decrease) in
accrued salaries and
wages.........................................
Increase (decrease) in
accrued expenses..............
Increase in long-term de
ferred income taxes..........
(Increase) decrease in other
assets..................................
ESOP contribution from
treasury stock............................
Gain on foreign exchange
transactions................................
Total adjustments..................
Net cash provided by (used
in) operating activities...... $

1,469

$ 5,797

$ 1,200

6,064

4,517

4,477

125
101
(3,067)

171
180
(5,272)

(175)
254
(6,086)

(528)

(253)

4,280
(478)
4,184

(12,051)

(3,350)

(885)

1,758

(2,832)

(672)

(462)

11,071

214

145

305

(151)

697

606

(503)

1,158

1,415

(319)

114

(749)

1,239
(63)

155
(155)
11,661

(14,632)

8,153

13,130

$ (8,835)

$ 9,354

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
12. Insurance Proceeds
O ther— net in 1988 includes an insurance settlem ent of
$8 75 ,0 00 related to a business interruption claim for incom e
lost w hen th e C o m p an y’s dyeh o use in D alto n , G eorgia
flooded in January, 1988. In addition, the Com pany received
approxim ately $ 1 ,5 0 2 ,0 0 0 in insurance proceeds as reim 
bursem ent for the value of inventories dam aged in the flood.
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MOSINEE PAPER CORPORATION (DEC)
C o n s o lid a te d S ta te m en ts o f C ash Flow s
(in thousands)
CASH FLOWS FROM OPERAT
ING ACTIVITIES;
Cash received from customers..
Cash paid to suppliers and em
ployees..... ............................
Interest received.......................
Interest paid..............................
income taxes paid.....................

1988

1987

1986

$235,261

$211,602

$194,036

(209,431)
140
(519)
(6,338)

(192,080)
118
(1.036)
(1.126)

(181,203)
285
(1,019)
(2,285)

19,113

17,478

Net cash provided by operat
ing activities.....................

9,814

CASH FLOWS FROM INVEST
ING ACTIVITIES;
Proceeds from sale of assets of
division/subsidiary................
Proceeds from property, plant
and equipment disposals.......
Capital expenditures..................

152
(7,182)

164
(9,041)

189
(16,746)

Net cash used in investing
activities...........................

(6,280)

(8,877)

(15,966)

750

CASH FLOWS FROM FINANC
ING ACTIVITIES;
Net increase (decrease) in
short-term debt.....................
Repayment of long-term debt...
Proceeds from issuance of
long-term debt......................
Dividends paid..........................
Purchase of company stock.....
Proceeds from notes receiv
able-sale of stock..............

(5,100)
(824)

5,100
(11.158)

(5,213)

(2,040)
(3,109)

(2.071)
(70)

8,100
(2,034)
(157)

.

Net cash provided by (used
in) financing activities.......

150
(8,049)

(11,073)

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

591

696

1,760

552

(5,456)

911

359

5,815

RECONCILIATION OF NET IN
COME TO NET CASH PRO
VIDED BY OPERATING AC
TIVITIES;
Net income..................................
Provision for depreciation and
amortization............................
Provision for losses on
accounts receivable................
Gain on property, plant and
equipment disposals..............
(Increase) decrease in accounts
receivable................................
(Increase) decrease in invento
ries..........................................
(Increase) decrease in other
assets......................................
Increase (decrease) in accounts
payable and other liabilities...
Increase in accrued income
taxes.......................................
Increase (decrease) in deferred
income taxes...........................
Net cash provided by operating
activities..................................

$ 9,477

$ 5,714

$ 4,678

8,991

8,734

7,592

231

509

283

(250)

(78)

(4,348)

(1,265)

(369)

754

(1,157)

(680)

1,980

(1,549)

(1,795)

2,946

(1,745)

392

40

1,047

3,015

(388)
3,314

1,325
(993)
$ 19 ,1 13

$ 17,478

$ 9,814

Non-C ash Investing Activity— O n January 11, 1986, the
Com pany sold the assets of its Dickson Forest Products sub
sidiary. Proceeds from th e sale w ere cash of $ 5 9 1 ,0 0 0 and a
note for $5 0 0 ,0 0 0 .
The 1986 am ounts have been restated to a cash flow basis
for com parative purposes.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies

$

2,671

$

911

$

359

Cash Equivalents— The Com pany considers all highly liq
uid debt instrum ents with a m aturity of three months or less to
be cash equivalents.
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PUBLIX SUPER MARKETS, INC. (DEC)
S ta te m en ts o f C ash F low s
(Amounts in thousands)
INCREASE IN CASH AND
CASH EQUIVALENTS
CASH FLOWS FROM
OPERATING ACTIVI
TIES:
Cash received from cus
tomers .........................
Cash paid to employees
and suppliers................
Dividends and interest re
ceived ..........................
Interest paid.....................
Income taxes paid............
Other receipts..................
Self-insured losses: health
care and lia bility..........
Other cash operating loss
es ................................
Net cash provided by
operating activities...
CASH FLOWS FROM IN
VESTING ACTIVITIES:
Payment for property,
plant and equipment....
Proceeds from sale of
property, plant and
equipment....................
Payment for investment
securities.....................
Proceeds from sale of in
vestment securities.......
Payment for other noncur
rent assets....................
Loan to affiliated party.....
Repayment of loan to
affiliated party...............
Net cash used in in
vesting activities.......
CASH FLOWS FROM
FINANCING ACTIVITIES:
Net borrowings under line
of credit agreement.....
Proceeds from long-term
debt..............................
Payment of long-term debt
Proceeds from sale of
common stock.............
Payment for reacquisition
of common stock.........
Dividends paid.................
Net cash provided by
(used in) financing
activities..................

1988

1987

1986

NET INCREASE IN CASH
AND CASH EQUIVA
LENTS..........................
CASH AND CASH EQUIVA
LENTS AT BEGINNING
OF YEAR......................
CASH AND CASH EQUIVA
LENTS AT END OF
YEAR...........................

4,178,527

3,783,862

(4,515,756)

(3,932,806)

(3,526,305)

11,548
(2,685)
(49,091)
1,074

11,833
(3,184)
(45,248)
819

12,136
(2,463)
(53,156)
1,274

(33,959)

(27,638)

(21,497)

(3,126)

(2,690)

(1,995)

$4,837,322

245,327

(198,709)

2,824

179,613

(189,804)

3,049

191,856

(144,073)

2,937

(83,353)

(112,070)

(113,020)

92,740

106,181

87,096

(1,311)

614
(187,195)

(947)
(9,600)

183

8,986
(194,205)

(166,877)

14,150

9,271

(1,802)

(1,601)

153
(1,948)

7,816

14,400

(13,459)
(12,565)

(2,250)
(9,921)

(23,421)

(43,431)

14,778

—
(8,451)
(9,862)

RECONCILIATION OF NET
INCOME TO NET CASH
PROVIDED BY OPER
ATING ACTIVITIES
Net incom e......................
Adjustments to reconcile
net income to net cash
provided by operating
activities;
Depreciation and amor
tization .....................
Contribution to Em
ployee Stock Own
ership Trust.............
Deferred income taxes..
Loss on sale of proper
ty, plant and equip
ment .......................
(Gain) loss on sale of
investments.............
Writedown of invest
ments to market.......
Loss on disposition of
accounts receivable..
Liability insurance
accruals in excess of
current payments....
Other changes in cur
rent assets and lia
bilities, net of invest
ing and financing
effects:
(Increase) decrease
in accounts re
ceivable................
Increase in merchan
dise inventories...
(increase) decrease
in prepaid ex
penses.................
Increase in accounts
payable and
accrued expenses.
Increase in income
taxes payable.......

14,701

186

14,142

63,283

63,097

48,955

77,984

63,283

63,097

S 102,434

87,228

84,308

91,959

77,945

67,416

11,200
3,439

10,400
5,935

9,600
5,636

768

184

338

1,060

478

775

2,150

$

(1.137)

478

20,509

4,247

5,015

(1,461)

1,055

290

(56,697)

(30,841)

(783)

68,205

1,811

14,769

(14,772)

(493)

25,283

3,919

4,252

9,894

Total adjustments....

142,893

92,385

107,548

Net cash provided by
operating activities.......

$ 245,327

179,613

191,856

(10,837)

Supplemental Disclosure of Noncash Investing and
Financing Activities
The Company issued common stock to its Tax Credit Stock
Ownership Plan totaling $2,006,000 in 1987 and $1,794,000
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in 1986 (note 4). Additionally, the Company acquired property,
plant and equipment of $745,000 in 1988 and $3,016,000 in
1986 by assuming an equal amount of long-term debt.
N O T E S TO F IN A N C IA L S TA TEM EN TS
1 (In Part): Sum m ary o f Significant Accounting Policies
f. Statem ents of C ash Flows
T he Com pany adopted Financial Accounting Standard No.

95, Statem ent of C ash Flow s, in 1988 and accordingly has
restated prior year am ounts presented for com parative pur
poses. T he Com pany considers all highly liquid debt instru
m ents purchased w ith an original m aturity of th ree months or
less to be cash equivalents.

WAUSAU PAPER MILLS COMPANY (AUG)
C o n so lid ate d S tate m en ts o f C ash F low s
(all dollar amounts in thousands)
INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS
CASH FLOWS FROM OPERAT
ING ACTIVITIES:
Cash received from customers..
Cash paid to suppliers and em
ployees..................................
Interest received........................
Interest paid..............................
Income taxes paid.....................

1988

Net Cash Provided by Opera
tions......................................

1987

16,005

$ 12,047

$ 11,502

7,274
1,138
(2,500)

7,022

6,342

(2,131)

(1,415)

(5,018)
(1,913)

1,427
(162)

(1.698)
(625)

3,713

(983)

(591)
274
18,382

800

424
1,763

9
2,565

$ 19,407

$ 17,480

1986
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note 1 (In Part): Significant Accounting Policies
Cash Equivalents

$281,366

$248,998

$222,529

(253,088)
991
(2,199)
(8,688)

(221,367)
647
(2,158)
(6,713)

(196,693)
809
(2,404)
(6,761)

18,382

19,407

17,480

Net Cash Provided by Opera
tions......................................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
(Increase) decrease in short
term investments..................
Capital expenditures..................
Proceeds from property, plant
and equipment disposals.......

The Com pany defines cash equivalents as highly liquid,
short term investm ents w ith an original m aturity of th ree
months or less. The August 3 1 , 1987 balance sheet has been
reclassified to reflect this definition.

HUGHES SUPPLY, INC. (JAN)
C o n s o lid a te d S tate m e n ts o f C ash F lo w s

(1,693)
(14,900)

(614)
(10,550)

374

Net Cash Used in Investing Ac
tivities...................................
CASH FLOWS FROM FINANC
ING ACTIVITIES:
Repayment of long-term debt...
Dividends paid...... ...................
Purchase of treasury stock........
Proceeds from sale of treasury
stock....................................

6,845
(13,093)

38

448

(16,219)

(11,126)

(5,800)

(4,511)
(2,499)

(4,425)
(2,093)

(3,319)
(1,749)
(1,690)

18

Net Cash Used in Financing
Activities.....................................

(7,010)

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS.........................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

RECONCILIATION OF NET
EARNINGS TO NET CASH
PROVIDED BY OPERATING
ACTIVITIES:
Net earnings.........................
Provision for depreciation,
depletion and amortization
Abandonment of fixed assets.
Increase in receivables.........
(Increase) decrease in inven
tories ................................
Increase in other assets........
Increase (decrease) in
accounts payable and
other liabilities..................
Increase (decrease) in
accrued income taxes.......
Increase in deferred taxes ....

(6,500)

(4,847)
9,919
$

5,072

32

$

(6,726)

1,781

4,954

8,138

3,184

9,919

$

8,138

(in thousands)

1989

1988

1987

$499,514

$421,841

$347,059

(477,749)

(413,243)

(328,259)

1,297
(6,131)
(7,410)

1,158
(4,064)
(7,794)

1,498
(3,004)
(6,042)

9,521

(2,102)

11,252

INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS:
CASH FLOWS FROM OPER
ATING ACTIVITIES:
Cash received from customCash paid to suppliers and
employees.......................
Interest and other investment
income received................
Interest paid..........................
Income taxes paid.................
Net cash provided by
(used in) operating ac
tivities ..........................
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Note 10—Supplemental Cash Flow Information:

CASH FLOWS FROM INVEST

The following is a reconciliation of net income to net cash
provided by (used in) operating activities (in thousands):

ING ACTIVITIES;
Proceeds from sale of prop
erty, plant and equipm en t.

2 ,1 4 6

Capital expenditures................

(9 ,8 1 1 )

980

737

(1 5 ,2 3 4 )

(1 1 ,2 4 0 )

Fiscal Years Ended

Payments fo r business ac
quisitions, net of cash ac
quired.......................................

(4 ,5 8 3 )

Investment in affiliate...............

(6 8)

(5 ,6 1 4 )

January 2 9 ,

1989

1988

January 30,
1987

9 ,2 2 3

$ 6 ,8 2 2

(9 ,8 4 7 )

(1 ,2 9 2 )

—

Net in co m e .......................

$ 9 ,7 1 8

$

Adjustment to reconcile

Proceeds from sale of short
term in vestm en ts................

—

4 ,6 5 3

2 2 ,3 6 3

net income to net
cash provided by

Purchase of short-term in
vestm ents...............................

—

(2 ,2 1 2 )

(2 4 ,3 9 1 )

Net cash provided by
(used in) investing ac
tiv itie s ................................

(1 2 ,3 1 6 )

(1 8 ,7 1 9 )

(2 2 ,3 7 8 )

CASH FLOWS FROM

operating activities:
Depreciation................

7 ,1 5 8

6 ,1 2 5

4 ,8 8 4

A m o rtization...............

1 ,5 7 9

597

4 69

1 ,4 6 4

1 ,5 0 5

430

Provision for doubt
ful a cc o u n ts ..........
Gain on sale of prop

FINANCING ACTIVITIES:

erty, plant and

Net borrowings (payments)

equipm ent...............

under short-term debt

(1 ,0 47)

(537)

(426)

Undistributed (earn

arrangem ents........................

(1 ,8 7 1 )

(4 ,9 3 6 )

600

Principal payments on;

ings) losses of
affiliate.....................

Long-term n o te s ..................

(2 1 ,6 8 8 )

Capital lease ob lig ations...

(3 4 4 )

(3 ,5 4 4 )

(6 ,5 5 5 )

(2 5 7 )

(575)

Proceeds from issuance of

(33)

32

—

—

(38)

(100)

—

521

Gain on sale of
short-term invest
m ents.......................

long-term notes and de

Treasury shares con

bentures..................................

3 0 ,5 9 4

2 9 ,8 0 7

2 3 ,0 5 6

Proceeds from issuance of

tributed to em 
ployee benefit

common shares under

plans........................

stock option p la n ................

1 ,0 0 0

6 22

792

Purchase of com mon shares.

(1 ,6 6 2 )

(2 ,5 2 7 )

(1 2 ,0 0 4 )

Dividends p a id ............................

(1 ,4 6 4 )

(1 ,3 2 7 )

(1 ,1 9 6 )

Proceeds from sale of trea

598

Changes in assets
and liabilities net
of effects of busi
ness acquisitions:

sury s h a re s ............................

—

—

9 ,8 9 2

Net cash provided by

(Increase) decrease
in;

(used in) financing ac
tiv itie s ................................

4 ,5 6 5

1 7 ,8 3 8

14,0 10

Accounts receivable..

(3 ,4 1 7 )

(1 1 ,3 6 6 )

(1 ,2 9 9 )

In ventories..................

1 ,1 1 4

(1 1 ,8 3 2 )

(636)

Refundable income

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS............................................
LENTS, BEGINNING OF YEAR

ta xe s ........................

(147)

Other current assets.

(1 ,1 4 6 )

Other a s s e ts ...............

(2 ,2 1 4 )

1 ,7 7 0

(2 ,9 8 3 )

2 ,8 8 4

1 ,2 2 7

4 ,2 1 0

1 ,326

increase (decrease)

4 ,2 1 0

Accounts payable

CASH AND CASH EQUIVA

88
94
(352)

207
(497)
(927)

in:

CASH AND CASH EQUIVA
LENTS, END OF YEAR.............

January 2 7 ,

$

2 ,9 9 7

$

1 ,2 2 7

$

and accrued ex
penses.....................

(2 ,7 7 3 )

4,621

950

(228)

148

349

(1)

4

40

Accrued interest and

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
Note 1 (In Part): Summary of Significant Accounting Poli
cies:

Cash Equivalents:
The Company considers ail highly liquid investments with
the maturity of three months or less when purchased to be
cash equivalents.

income ta x e s ........
Other noncurrent
liabilities..................
Decrease (increase)
in deferred in
come ta x e s ............

(506)

(935)

388

$ (2 ,1 0 2 )

$ 1 1 ,2 5 2

Net cash provided by
(used in) operating
activities.......................

$9,521

Noncash investing and financing activities are described in
Notes 2 and 7, respectively.
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Reconciliation Of Net Income To Net Cash Flow
From Operating Activities

In 1986 and 198 7 the Company issued 1 3 7 ,7 4 0 shares and 1 5 ,5 0 0 shares,
respectively, of its com mon stock upon exercise of stock options, and
received 8 7 ,0 4 3 shares and 7 ,9 2 9 shares of its common stock in payment
therefor.

ASTROSYSTEMS, INC. (JUN)

NOTES TO FINANCIAL STATEMENTS

Consolidated Statem ents o f Cash Flows
($000)

1988

1987

1986

CASH FLOWS FROM OPERATING
ACTIVITIES:
Net e arn in g s .............................................

$

3 79

$ 2 ,3 8 4

$ 2 ,8 2 8

Depreciation and am o rtizatio n .......

285

214

105

Realized gain on sale of securities

(13)
3 84

Adjustments to reconcile net income
to net cash provided by operating
activities:

Unrealized loss on securities..........

11)

(2)

(145)

(1 .4 5 4 )

(

Changes in operating assets and

Note A (In Part): Summary of Significant Accounting Poli
cies:
2 Statement of cash flows: The Company has adopted
Statement of Financial Accounting Standards No. 95, State
ment of Cash Flows, for purposes of presenting its 1988
financial statements. The statements of changes in financial
position for 1987 and 1986 have been restated, as permitted
under the Statement, to conform to the 1988 statement of cash
flows presentation. For purposes of the statement of cash
flows, the Company considers all highly liquid debt instru
ments purchased with a maturity of three months or less to be
cash equivalents.

liabilities:
(Increase) in accounts receiv
able...............................................

(2 99 )

(Increase) decrease in inven
tories............................................

103

(1 ,6 1 1 )

BRUNSWICK CORPORATION (DEC)

(1 .2 2 9 )

C onsolidated Statem ents o f Cash Flows

(Increase) decrease in prepaid
expenses and other current

11

assets..........................................

(1 33 )

(199)

Increase (decrease) in
accounts payable.....................

271

161

(80)

fits .................................................

205

(53)

(44)

(659)

1,5 2 9

(901)

Increase (decrease) in income

$ 1 6 8 .8

$ 1 1 0 .3

1 4 7 .9

137.1

6 1 .5

(7 1 .2 )

4 6 .3

2 7 .0

2 6 .0

4 0 .9

2 0 .3

—

—

to net cash provided by operating
Depreciation and a m o rtizatio n ........
Changes in noncash current assets

(1 .0 2 5 )

Increase in deferred taxes..........

308

(4 17 )

and current liabilities, net of

1 ,5 7 5

1 ,9 5 9

1 ,9 9 3

effects of businesses acquired

9 59

1 ,4 6 4

3 ,9 9 6

tions ....................................................

Net cash provided by operating ac

and sold and noncash transac

tivities ....................................................

Increase in deferred item s................

CASH FLOWS FROM iNVESTING

Gain on disposition of a Technical

ACTIVITIES:
Marketable secu rities.............................

84

4 ,3 1 0

Long-term investm ent............................

(648)

Acquisition of equipm ent.......................

(289)

(3 ,8 2 5 )

investing activities.........................

segment b u siness..........................

(4 2 .0 )

Technical segment restructuring
(308)

(845)

Net cash provided by (used in)
3 ,3 7 3

(761)

(4 ,1 3 3 )

charges...............................................

1 6.5

7 .7

_

Other, n e t ...............................................

9 .5

19.5

7.1

2 7 9 .8

4 2 0 .3

2 2 6 .2

Net cash provided by operating activi
ties ............................................................

CASH FLOWS FROM FiNANCING

CASH FLOWS FROM INVESTING

ACTIVITIES:

ACTIVITIES

(1 ,0 5 2 )

Payments for businesses acquired,

Exercise of options and warrants net
of shares re tire d ................................

4,681

net of cash acquired and including
other cash payments associated

Net cash provided by (used in)
4,681

(1 ,0 5 2 )

NET INCREASE IN CASH AND CASH
EQUIVALENTS.....................................

4 ,5 4 4

703

3 ,2 8 0

with the acq uisitions..........................

(5 9 .8 )

(1 .8 )

(6 9 5 .0 )

Capital e xp enditu res................................

(1 7 9 .2 )

(1 3 3 .6 )

(8 3 .7 )

Proceeds from sales of a s s e ts .............

7 6 .7

Other, n e t ....................................................

(3 .2 )

Net cash used for investing activities.

(1 6 5 .5 )

CASH AND CASH EQUIVALENTS,
BEGINNING OF Y E A R .......................

8 ,1 5 6

7 ,4 5 3

2 ,9 0 9

$ 1 1 ,4 3 6

$ 8 ,1 5 6

$ 7 ,4 5 3

$

$

CASH AND CASH EQUIVALENTS,

SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:
Cash paid during the year for:
Income ta xe s ..................................

$ 193.1

activities:

accrued liabilities.....................

END OF Y E A R .....................................

198 6

Adjustments to reconcile net income

Increase (decrease) in other

financing activities........................

1987

ACTIVITIES
Net in co m e..................................................

payroll and employee bene

Purchase and retirement of sha re s ...

1988

CASH FLOWS FROM OPERATING

Increase (decrease) in accrued

ta x e s ............................................

(in millions)

$

36

26

57

5 .3
—
(1 3 0 .1 )

4 .0
—
(7 7 4 .7 )
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CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issuances of long
term debt.......................................
Payments of long-term debt, includ
ing current m aturities....................
Net increase (decrease) in privately
placed commercial paper..............
Payment of short-term debt assumed
in acquisitions...............................
Net increase (decrease) in short-term
debt...............................................
Payments to acquire treasury stock...
Cash dividends paid..........................
Other, n e t..........................................
Net cash provided by (used for)
financing activities.........................
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS.............
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR....................
CASH AND CASH EQUIVALENTS AT
END OF YEAR...............................
THE COMPONENTS OF CHANGES IN
NONCASH CURRENT ASSETS AND
CURRENT LIABILITIES:
(increase) decrease in accounts
and notes receivable .................
(increase) in inventories................
(Increase) in prepaid income taxes
(Increase) decrease in prepaid ex
penses.......................................
Increase (decrease) in accounts
payable......................................
Increase (decrease) in accrued ex
penses.......................................
Increase (decrease) in income
taxes payable.............................

highly liquid investments with a m aturity of three months or
less at the tim e of purchase to be cash equivalents.
10.3

99.5

98.9

(1.9)

(4.0)

(63.6)

11.5

514.3

(360.9)

—

—

(34.9)

(.1)
(70.5)
(35.1)
—

(1.6)
(5.6)
(26.7)
—

.9
(33.5)
(23.4)
(2.6)

(85.8)

456.1

(299.3)

28.5

(9.1)

(92.4)

3.1

12.2

104.6

3.1

$ 12.2

$ 31.6

$ 16.1
(75.1)
(34.9)

S

$ (22.1)
(7.6)
(15.7)

$

(1.5)
(18.0)
(.2)

(1.5)

11.4

14.3

(5.0)

40.8

25.9

31.8

55.0

(7.4)

(2.6)

(15.5)

13.9

&

CHEMICAL CORPORATION

C on s o l i d a te d S ta te m en ts o f C a sh Flow s

$ (71.2)

$ 46.3

$ 27.0

SUPPLEMENTAL CASH FLOW DIS
CLOSURES;
Interest paid..................................
Income taxes paid.........................

$ 40.1
136.6

$ 44.8
127.1

$ 17.1
41.6

$ 13.9

$ 21.9
.4

$

Fair market value of treasury
stock issued.....................

$ 13.9

$ 22.3

$112.1

Liabilities assumed in acquisitions
of businesses............................

$ 15.3

—

8.0
1.4
102.7

CASH FLOWS FROM INVEST
ING ACTIVITIES
Proceeds from sale of market
able securities......................
Purchase of marketable securi
ties .......................................
Capital expenditures..................
CASH FLOWS FROM FINANC
ING ACTIVITIES
Proceeds from short-term debt.
Proceeds from long-term debt..
Repayments of short-term debt.
Repayments of long-term debt..
Dividends paid..........................
Other........................................

$ 149.2

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Significant Accounting Policies
Cash and cash equivalents. For purposes of the consoli
dated statements of cash flows, the Company considers ail

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

1987

1988

($000)
CASH FLOWS FROM OPERAT
ING ACTIVITIES
Net income (lo ss).....................
Adjustments to reconcile net in
come (loss) to net cash
flows from operating activi
ties—
Gain on sale of marketable
securities..........................
Proceeds from insurance set
tlement, net......................
Depreciation, depletion and
am ortization.....................
Recognition of deferred busi
ness interruption insur
ance..................................
Change in current assets and
liabilities—
Accounts receivable.........
Inventories......................
Prepaid expenses and
other.............................
Accounts payable and
accrued liabilities.........
Change in other assets.........
Change in other liabilities.....

$

(820)

$ 37,289

1986

$

20,285

—

—

11,871

15,638

13,761

—

(7,735)

(3,676)

_

(39,507)

(1,358)

—

2,413
2,593

941
1,999

11,733
3,035

536

548

367
(23,832)
913
(3,169)

10,440
(1.069)
(12,856)

(17,944)
1,504
(2,539)
8,807

$ 11,549

$

$ 13,285

$ 199,934

$ 21,684

$

Changes in noncash current assets
and current liabilities.................

SUPPLEMENTAL SCHEDULE OF
NONCASH INVESTING AND
FINANCING ACTIVITIES:
Fair market value of treasury stock
issued for;
Compensation plans..................
Conversion of debentures.........
Businesses acquired.................

GULF RESOURCES
(DEC)

(74,562)
(1.380)

(89,626)
(3,439)

(19,638)
(6,062)

1,010

$ (12,415)

$ 106,868

$ (54,257)

$

$

(5,770)
(484)
287

$ 15,820
1,100
(15,820)
(8,645)
(490)
232

$

(5,966)

$

$

$

(9,575)

$110,615

$(61,820)

169,937

59,322

121,142

$ 160,362

$ 169,937

$ 59,322

—

(7,802)

—

(8,280)
(494)
201
(8,572)
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SUPPLEMENTAL DISCLOSURES

INVESTING ACTIVITIES:

OF CASH FLOW INFORMA

Additions to plant and p ro p e rty .

TION:

Disposition of plant and proper

Cash paid during the year

t y ....................................................

for—
Interest ....................................

(1 8 3 ,5 0 1 )

(1 0 7 ,7 6 0 )

1 7 ,6 6 4

5 ,6 5 4

(7 0 ,2 3 6 )
2 ,7 7 6

Businesses acquired, net of
$

Income ta x e s ....................

11,801

1 2,6 92

5 ,4 1 7

1 ,7 9 2

$

1 3,1 26

cash received.............................

(3 4 ,7 0 4 )

(4 3 9 ,2 4 2 )

(4 ,2 7 5 )

Business sold, net of cash
g iv e n .............................................

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
1 (In Part): Summary of Significant Accounting Policies:
Cash and Cash Equivalents—

1 2 4 ,5 2 0

Other investm ents..........................

(2 0 ,4 6 7 )

Disposition of investm ents..........
Other, n e t.................................................

(992)
1 6 1 ,02 7

(1 ,8 4 1 )

2 ,5 1 0

98

(5 6 0 ,6 3 6 )

8 8 ,3 9 8

Net cash provided by (used in)
investing activities.....................

For purposes of the Consolidated Statem ents of Cash
Flows, the Company considers all highly liquid debt instru
ments purchased with a maturity of three months or less to be
cash equivalents.

(2 1 ,7 9 8 )

6 ,5 2 7

(9 1 ,8 0 2 )

FINANCING ACTIVITIES:
Cash dividends.................................

(6 6 ,2 7 0 )

Increase in long-term d e b t..........

1 5 ,3 5 6

Reduction of long-term d e b t.......

(1 6 9 ,3 9 9 )

(6 1 ,8 6 0 )

(5 3 ,5 8 5 )

3 8 8 ,8 3 0
(7 2 ,0 5 7 )

(1 8 8 ,5 0 2 )

Proceeds from sale under stock
purchase p la n s ..................................
Purchase of treasury stock..........

DOW JONES & COMPANY, INC. (DEC)

s ubsid iary....................................

1988

1987

1986

$ 2 2 8 ,1 7 8

$ 2 0 3 ,0 1 8

$ 1 8 3 ,3 6 2

OPERATING ACTIVITIES:

1 1 7 ,3 1 4

8 2 ,8 0 6

6 4 ,7 8 4

2 2 ,8 9 5

6 ,8 4 0

1 ,3 4 8

Gain on disposition of invest
(1 0 6 ,4 9 5 )

(4 2 ,2 0 8 )

(4 9 ,4 2 6 )

Gain on disposition of plant and
(4 ,1 7 1 )

(1 ,5 5 8 )

(1 ,2 4 8 )

Equity in losses (earnings) of
associated companies, net of
8 ,3 5 0

(9 ,8 4 2 )

(7 ,5 3 8 )

2 6 ,3 7 4

6 ,9 5 4

Changes in assets and liabilities:
Accounts receivable— tra d e ...

1 ,3 1 3

(7 ,2 5 7 )

(1 2 ,8 9 8 )

Unexpired subscriptions..........

(9 ,4 8 9 )

(7 ,6 4 2 )

2 5 ,2 3 8

In vento ries..................................

(4 ,4 0 4 )

(7 ,0 4 2 )

12,5 83

Other current a s s e ts ................

(1 4 ,4 2 9 )

(1 ,8 62 )

(1 ,7 7 4 )

1 5 ,7 3 6

2 3 ,9 1 3

(2 ,5 0 5 )

ta x e s .........................................

2 4 ,6 7 9

(1 6 ,7 4 3 )

2 0 ,5 2 2

Deferred ta x e s ............................

1 ,3 9 3

2 1 ,5 3 8

15,861

1 ,6 7 8

6,121

6 ,5 8 7

3 0 8 ,9 2 2

2 5 7 ,0 3 6

2 5 4 ,8 9 6

Accounts payable and
accrued lia b ilitie s ................
Federal and state income

Other, principally provision for
noncurrent liab ilities................
Net cash provided by operating
activities.......................................

(2 5 8 )

(3 39 )

(2 ,1 2 9 )

(6 9 ,7 1 1 )

9 8 ,9 2 9

AT BEGINNING OF YEAR........

6 2 ,9 2 0

132,631

3 3 ,7 0 2

AT END OF Y E A R .....................

$ 60,7 91

$ 6 2 ,9 2 0

$132,631

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Poli
cies

CASH EQUIVALENTS are highly liquid investments with a
maturity of three months or less when purchased.
Note 6 (In Part): Long-Term Debt

Minority interest in earnings,
net of dividends p a id ...............

(2 ,1 3 0 )

CASH AND CASH EQUIVALENTS

over net assets of businesses

distributions................................

(2 4 4 ,0 2 6 )

CASH AND CASH EQUIVALENTS

Amortization of excess of cost

property.........................................

2 3 4 ,1 4 7

INCREASE (DECREASE) IN
LENTS................ ...........................

by operating activities:

ments ............................................

(2 1 7 ,1 1 9 )

CASH AND CASH EQUIVA

come to net cash provided

a c q u ire d .......................................

1,981

EFFECT OF EXCHANGE RATE
CHANGES ON C A S H ................

Adjustments to reconcile net in

D epreciation.....................................

1 ,0 0 6

8 ,5 8 7
(1 0 ,5 2 6 )

Net cash provided by (used in)
financing a c tiv itie s ....................

Net in c o m e .......................................

9 ,5 9 6
(3 2 ,3 4 3 )

Stock issued by consolidated

Consolidated Statements o f Cash Flows
(in thousands)

4 ,5 5 5
(2 ,3 6 7 )

Payments on long-term debt are due as follows:
$30,000,000 in 1990, $35,318,000 in 1991, $134,743,000 in
1992, $33,013,000 in 1993 and $57,046,000 thereafter. In
terest payments were $30,711,000 in 1988, $12,954,000 in
1987 and $10,462,000 in 1986.
Note 7 (In Part): Income Taxes

Income tax payments were $156,152,000 in 1988,
$146,749,000 in 1987 and $111,551,000 in 1986.
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O perating Activities

Interest And Income Tax Payments

HANDY & HARMAN (DEC)
Increase (Decrease) in Cash
($000)

1988

1987

ADAMS-RUSSELL ELECTRONICS CO., INC. (SEP)

1986

CASH FLOWS FROM OPERATING

Statem ents o f Cash Flows

ACTIVITIES:
Net income (lo s s )................................

$ 9 ,6 9 9

$ 7 ,6 5 6

($ 8 ,8 4 3 )

Adjustments to reconcile net in
come to net cash provided by

ACTIVITIES:

operating activities:
Depreciation and am o rtization...

1 9 ,5 1 0

1 8 ,9 8 7

1 8 ,1 53

Provision for doubtful accounts.

1 ,4 5 6

1 ,7 8 0

8 ,0 8 6

(657)

(1 ,7 0 2 )

(4 ,2 1 7 )

(4 ,8 8 1 )

Gain on disposal of property,
plant and equipm ent................

(1 28 )

Net periodic pension c r e d it........

(4 ,0 5 9 )
867

468

1,0 9 4

Changes in assets and liabili

323

8,091

Refundable income ta x e s .......

5 64

9 ,8 1 3

In vento ries..................................

3 ,8 6 2

(9 ,6 2 6 )

(7 80 )

6 ,9 3 7

(54)
(4 ,1 2 6 )
3 ,0 6 0
(9 ,2 8 1 )

(6 75 )

(3 ,1 7 1 )

(968)

Deferred income t a x ................

4 ,1 1 9
(2 90 )

(4 ,6 2 1 )
(3 ,8 7 6 )

(799)
4 ,2 1 8

Net cash provided by operating
activities...................................................

1 ,2 7 5

$

6 ,6 9 8

operating activities:
5 ,4 5 0

9 ,6 9 7

9 ,3 6 4

Depreciation and a m o rtization...

9

accounts receivable..................

69

(26)

Changes in assets and liabilities

(5 ,0 6 9 )

Accounts receivable..................

(2 ,2 1 7 )

In ve n to ry .....................................

1,291

1 ,352

(837)

(3 ,7 5 9 )

Prepaid and other expenses..

198

675

(315)

Accounts payable.......................

(131)

9 78

1,851

(249)

1 ,5 6 0

(3 ,6 2 9 )

(334)
1,1 3 6

Changes in:
Interest and income taxes

Accounts payable and
accrued lia b ilitie s ................

$

come to net cash provided by

Accrued expenses.....................

Deferred charges and other
assets...............................................

208

of subsidiaries:

quisitions

Prepaid expenses...............................

$

Adjustments to reconcile net in

net of effects from purchase

ties, net of effects from ac
Accounts receivable ..................

Net income.............................................

Provision for losses on

Equity in loss of 5 0% or lessowned com panies.....................

1986

1987

1988

(Amounts in thousands)
CASH FLOWS FROM OPERATING

3 4 ,4 6 8

2 7 ,5 6 4

3 ,9 5 7

CASH FLOWS FROM INVESTING

p ayable....................................

770

Deferred ta x e s ............................

(19)

984

729

Other assets................................

65

(501)

(699)

__

—

Covenants and licenses pay
(1 ,4 7 3 )

able and o th e r.......................
Net cash provided by operating

ACTIVITIES:

a ctivities.......................................

9 ,7 1 9

$

4 ,6 7 6

$ 1 0 ,7 0 6

$

$ (8 ,4 3 6 )

$ (9 ,3 2 1 )

$ (9 ,2 2 9 )

(1 6 ,6 7 5 )

(1 9 ,6 6 1 )

$ (8 ,4 3 6 )

$ (2 5 ,9 9 6 )

$ (2 8 ,8 9 0 )

$ 1 0 ,0 0 0

$ 2 3 ,7 0 0

$

Proceeds from sale of property,
plant and equ ip m en t.....................
Capital expenditures................................
Acquisitions, net of cash a cq uired.

2 ,9 2 8
(2 0 ,1 7 0 )
(6 ,6 3 7 )

5 ,7 4 4
(2 3 ,5 1 3 )
—

5 ,6 2 8
(1 5 ,2 5 1 )
—

CASH FLOWS FROM INVESTING
ACTIVITIES:
Capital expenditures............................
Payment for purchase of sub

Net cash used by investing activi
tie s .......................................................

(2 3 ,8 7 9 )

(1 7 ,7 6 9 )

(9 ,6 2 3 )

CASH FLOWS FROM FINANCING

tivities ............................................

ACTIVITIES:
Short-term notes payable..................

(1 6 ,5 0 0 )

2 5 ,0 0 0

1 3,0 00

(2 2 ,9 2 6 )

2 2 ,8 9 4

2 ,3 9 8

Increase in long-term liabilities.......

2 5 ,1 0 3

10,931

16,3 83

Decrease in long-term liab ilities. . ..

(1 4 ,7 6 5 )

(1 4 ,5 2 1 )

(3 7 ,9 6 6 )

Dividends paid.......................................

(9 ,1 9 2 )

Common stock options exercised..

—

(9 ,1 8 0 )
1 ,2 1 7

(9 ,1 2 6 )
4 65

Net cash provided (used) by
financing activities...............................

(1 2 ,9 5 6 )

(9 ,4 7 9 )

5 ,6 5 0

EFFECT OF EXCHANGE RATE
CHANGES ON NET CASH.............
NET CHANGE IN CASH.......................

CASH FLOWS FROM FINANCING
ACTIVITIES:

Current maturities of long term
liabilities.............................................

—

sidiaries net of cash acquired ...
Net cash used in investing ac

Net borrowing under line of credit
a g ree m e n t.........................................
Principal payments on other long
term d e b t..........................................

(3 ,1 0 3 )

Sale of treasury stock to E S O P .......

3 ,0 3 0

Purchase of treasury s to c k ...............

(1 2 ,5 6 3 )

_

(3 ,9 1 0 )

17

Exercise of stock op tion s..................

5 ,9 2 4

118

—

—

—
—

(3 ,3 2 1 )

Increase in investment by and ad
vances from Adams-Russell

5 44
(1 ,8 2 3 )

4 69

79

Co., Inc. net of current year

785

63

earnings.............................................

CASH AT BEGINNING OF Y E A R ....

1 0 ,2 9 4

9 ,5 0 9

9 ,4 4 6

CASH AT END OF Y E A R ...................

$ 8,471

$ 1 0 ,2 9 4

$ 9 ,5 0 9

1 6,496

Net cash provided (used) by
financing a c tiv itie s ....................

$ (2 ,6 1 9 )

$ 1 6,5 87

$ 2 2 ,4 20

$

$

$ (1 ,7 9 4 )

Net increase (decrease) in cash

CASH PAID DURING THE YEAR

and cash equivalen ts...............

FOR:

(349)

310

CASH AND CASH EQUIVALENTS,

Interest, net of capitalized

4 ,0 7 4

BEGINNING OF P E R IO D ...............

amounts and contango on fu
tures and forward contracts..

$ 2 6 ,9 6 0

Income ta xe s ....................................

$ 2 ,9 7 0

$ 23,771
$ 1 ,7 3 6

$ 2 4 ,0 0 3
$ 1 ,152

3 ,7 6 4

5 ,5 5 8

CASH AND CASH EQUIVALENTS,
END OF P E R IO D .............................

$

3 ,7 2 5

$

4 ,0 7 4

$

3 ,7 6 4
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S U PPLEM EN TAL DISCLOSURES
OF CASH FLOW INFORMATION
Cash paid (received) during the
year for
Interest.........................................................
Income Taxes..........................................

$ 3,026
$ (1 ,1 8 6 )

$ 1,2 76
$ 3,573

$ 2,131
$ 2,873

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
2 (In Part): Summary of Significant Accounting Policies
(i) Statements of Cash Flows
The Company adopted Financial Accounting Standard No.
95, Statements of Cash Flows, in the current fiscal year and
has restated the prior periods. For purposes of the financial
statements, the Company considers all highly liquid debt in
struments purchased with a m aturity of three months or less to
be cash equivalents.

Net cash provided from
operating activities...

1987

1988
$

932,184

$

845,081

$

745,000
24,929

(51,265)

$ (370,134)

$ (504,022)

$

226,308

S (525,301)

$ (491,868)

$

(465,099)

778,824

Net cash used by financ
ing activities..........................

(860,103)

(432,844)

(728,709)

EFFECTS O F EXCHANGE
RATES ON CASH BAL
ANCES ......................................

(15,895)

3,156

(2,375)

(301,407)

(187,032)

332,086

1,060,075

1,2 4 7 ,1 0 7

915,021

758,668

$ 1,060,075

$ 1,2 4 7,1 0 7

141,70 3

112,630

108,631

(22,826)

82,339

(15 1,79 7)

—

(536,000)

INCREASE/(DECREASE) IN
CASH AND CASH
EQ U IV A LE N T S ....................
CASH AND CASH EQUIVA
LEN TS , BEGINNING OF
Y E A R ..........................................

495,000

CASH AND CASH EQUIVA
LEN TS , END O F Y E A R ..

—

(287,592)

1986

C onsolidated Statem ents o f Cash Flows
(In thousands)

Net cash provided from/
(used by) investing
activities..................................

$ (204,764)

FINANCING ACTIVITIES
Dividends paid..........................
Proceeds from commercial
paper and other exter
nal debt....................................
Repayments of external
debt..............................................
Purchase of treasury stock
Exercise of stock options..

AMERICAN HOME PRODUCTS CORPORATION

OPERATING ACTIVITIES
Net Income..................................
Adjustments to reconcile
net income to net cash
provided from operating
activities:
Depreciation and amor
tization ................................
Provision for deferred
income taxes..................
Gains on sales of
businesses......................
Provision for other ex
penses ................................
Changes in working
capital, net of
businesses acquired
or sold:
Accounts receivable..
Inventories......................
Accounts payable
and accruals............
Accrued taxes................
Other assets ..................
Other items, net................

INVESTING ACTIVITIES
Cash purchases of proper
ty, plant, and equip
ment............................................ $ (344,464) $ (216,525)
Acquisitions of businesses
for cash, net of cash
acquired or sold................
(40,405)
(327,950)
Proceeds from sales of
businesses..............................
—
3,092
Proceeds from sales of
assets..................................................
3 0,172
50,411
Purchases of patents,
trademarks and other
assets.................................................
(15,437) (13,050)

1,559,456

$

647,168

47,43 7

(1,900,879)
(17,389)
24,010

(295,155)
(340,832)
47,843

(29,083)
(361,989)
80,025

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
(108,562)
(35,214)

(108,881)
(67,689)

(85,665)
(71,400)

23,366
5,196
(21,432)
30,310

34,531
(161,245)
10 ,70 7
(795)

80,564
206,431
1,7 7 4
10,500

1 (In Part): Summary of Significant Accounting Policies:
Cash and cash equivalents; In 1988, the Company adopted
SFAS No. 95, Statement of Cash Flows and restated prior
years. Cash and cash equivalents consist prim arily of certifi
cates of deposit, time deposits, and other short-term securi
ties.

4 (In Part): Borrowing Arrangements:
$

944,725

$

746,678

$

836,862

Interest payments in connection with the Company’s com
mercial paper borrowings, Adjustable Rate Industrial Reve
nue Bonds (see Note 5) and other debt obligations for the
three years ended December 31, 1988, 1987 and 1986
amounted to $33,527,000, $14,044,000 and $11,113,000,
respectively.

8 (In Part): Income Taxes:
Total income tax payments for the three years ended De
cember 3 1 , 1988,1987 and 1986 amounted to $410,130,000,
$533,325,000 and $363,585,000, respectively.
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Operating Activities

C A S H F LO W S F R O M IN VESTIN G

ANALOGIC CORPORATION (JUL)

ACTIVITIES:
Decrease (in crease) in in vestm en ts

Consolidated Statements o f Cash Flows

in affiliated c o m p a n ie s ................

(1 ,133)

(2,372)

(7 ,908)

(12,0 9 2 )

847

A d d itio n s to property, plant and
1988

($000)

1987

1986

C A S H F LO W S F R O M O P E R A T IN G

plant and e q u ip m e n t...................

ACTIVITIES:
N et in c o m e ..........................................

$ 1 ,1 6 4

$ 1 4 ,5 2 7

$ 1 0 ,0 7 4

A d ju stm en ts to reco ncile net in

7 ,3 0 8

6 ,7 1 9

6 ,4 8 8

A m o rtizatio n o f ex ce ss o f ac
(192)

C apitalized s o ftw a r e .....................

(275)

(1,025)

1

5,331

(3 ,846)

(1 0 ,0 6 1 )

(997)

7 ,3 7 2

1 ,2 4 6

1 ,9 5 8

2 ,3 3 4

lon g-term debt and capital lease
o b lig a tio n s .....................................

583

106

243

(97)

409

(50)

(1 ,0 8 4 )

(2,187)

(631)

P u rch a se of co m m o n s to c k fo r
tr e a s u r y ..........................................

(12,2 3 5 )

(19,5 7 1 )

(3 ,139)

Issuance of c o m m o n s to c k p u r

G ain on sale o f P atie nt M o n ito r
(1 0 ,2 3 2 )

(12,1 9 2 )

(7,315)

su ant to em ployee s to c k p u r
chase p la n .....................................

R ed uction in net a sse ts due to
utilization of p reacq u isitio n

88

115

334

(1 1 ,9 8 4 )

(19,6 8 5 )

(1,102)

(5 ,6 8 4 )

122

Net cash used by fin a n cin g a ctiv i
888

net operating l o s s e s ...............

3,261

Equity in lo s s e s o f u n c o n s o li

t ie s ...................................................
NET IN C R E A S E (D E C R E A S E ) IN

1 ,4 7 5

363

C A S H A N D C A S H E Q U IV A L E N T S

Deferred in co m e taxes (non-

(17,724)

C A S H A N D C A S H E Q U IV A L E N T S ,
129

(342)

1 ,0 2 4

C o m p en satio n fro m sto c k
g r a n t s ........................................

8 ,0 0 0

Paym en ts and cu rre n t m atu rities of

P ro v isio n fo r lo s s e s on

curre nt p o rtio n )........................

1 3 ,3 3 3

fo rm a tio n (divestiture) of joint

Increase in d e b t.......................................
(318)

dated a ffilia t e s .........................

3 ,0 0 0

ACTIVITIES:

382
(412)

ing T e c h n o lo g y ........................

(146)

C A S H F LO W S F R O M FIN AN CIN G

unco nso lid ated s u b s id ia r y ....

G ain on sale of e q u ip m e n t.........

949

Cash received (disp o sed ) upon

vestin g a c t iv itie s ...........................

54

M in o rity interest in net lo s s of

acco u n ts re c e iv a b le ................

133

Net cash p rovided (used) by in 

A m o rtizatio n of capitalized s o ft
w are ...........................................

226
(400)

B u sin e ss c o m b in a tio n , n e t .............

v e n tu re ................................................

(385)

A m o rtizatio n o f deferred
c h a r g e s .....................................

Investm ent in oth er a s s e t s .............

M o n ito rin g T e c h n o lo g y ...............

(used) by operating activities:

quired net a sse ts o ve r c o s t...

(7,610)

P roce ed s fro m sale o f Patient

co m e to net cash provided
D epreciation and a m o rtiz a tio n ...

e q u ip m e n t.....................................
P roce ed s fro m sale of property,

380

377

219

Increase in e x ce ss of acquired

B EG IN N IN G OF Y E A R ..................

2 3 ,2 4 7

2 3 ,1 2 5

4 0 ,8 4 9

$ 1 7,561

$ 2 3 ,2 4 7

$ 2 3 ,1 2 5

C A S H A N D C A S H E Q U IV A L E N T S ,
END OF Y E A R ...............................

962

net a sse ts o v e r c o s t ...............

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS

C hanges in operating a sse ts and
lia b ilities
D ecrease (increase) in

1 (In Part): Sum m ary o f Business Operations and Signifi
cant Accounting Policies:

assets:
A c c o u n ts and no tes re
ceivable ...........................

1 ,6 9 2

5 ,3 1 3

In v e n to rie s...........................

2 ,7 2 2

460

(5,725)
3 ,5 8 6

Prepaid e x p en ses and
other cu rre n t a s s e ts ......

1 ,2 8 3

M arketable s e c u r itie s .........

8 ,8 8 0

(941)

(467)

9 ,9 8 8

(44,135)

221

(295)

(Increase) d ecrease in
oth er a s s e t s ...................
Increase (decrease) in lia b ili
ties:
A c c o u n ts payable, t r a d e ...

639

(1,751)

3 ,2 0 8

51

(2 ,453)

1,2 6 3

A ccrue d ex p en ses and
other cu rre n t lia b ilitie s ..
A ccru e d and deferred in
4 ,6 2 4

co m e t a x e s .....................

823

Total ad ju stm e n ts.........................

1 5 ,1 9 6

6 ,2 7 6

(34,069)

1 6 ,3 6 0

2 0 ,8 0 4

(23,994)

(123)

Net cash p rovided (used) by o pe r
ating a c tiv itie s ...............................

(i) Adoption of statements of cash flows:
The statements of cash flows are presented pursuant to the
provisions of Statement of Financial Accounting Standards
No. 95, “Statements of Cash Flows” which the Company
adopted in 1988. The previously issued statements of
changes in financial position for 1987 and 1986 have been
restated to conform with the 1988 presentation. The Company
considers all short-term deposits with a maturity of three
months or less to be cash equivalents.
15.

Supplem ental Disclosure o f Cash Flow Information:

During fiscal years 1988, 1987 and 1986, the interest paid
am ounted to approxim ately $ 8 3 5 ,0 0 0 , $ 3 4 5 ,0 0 0 and
$385,000, respectively.
Income taxes paid during fiscal years 1 9 8 8 , 1987 and 1986
amounted to approximately $410 ,0 0 0 , $ 7 ,650,000 and
$1,160,000, respectively.
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SUNDSTRAND CORPORATION (DEC)

EFFECT OF EXCHANG E RATE
CHANGES ON C A S H ....................

C o n s o lid a te d S ta te m e n t o f C ash Flow s
(Amounts in thousands)
CASH FLO W FROM OPERATING
ACTIVITIES
Net earnings (loss)..............................
$
Adjustments to reconcile net
earnings (loss) to net cash
Depreciation................................................
Amortization................................................
Deferred income taxes................
Cumulative effect of account
ing change............................................
Provision for losses on long
term contracts....................................
Provision for government
contracts disputes..................
Aerospace loss provision........
(Increase) decrease in
accounts receivable................
(Increase) decrease in inven
tories .........................................................
(Increase) decrease in other
assets........................................................
Increase (decrease) in
accounts payable....................
Increase (decrease) in
accrued expenses....................
Increase (decrease) in in
terest and taxes payable. ..
Other........................................................

1988

1987

1986

(76,643)

$ 34,635

$ 45,400

85,167
11,0 7 1
(46,742)

80,193
8 ,7 7 7
4,623

26,535

—

64,495

—

78,266
7,625
16,927

INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LEN T S ......................................................
CASH AND CASH EQ U IVALENTS
AT JA N U A R Y 1 ................................

(1,325)

(737)

23,134

(11,222)

13,520

24,742

6,951

$ 36,654

$ 13,520

$ 24,742

S U PPLEM EN TAL CASH FLOW
INFORMATION
Interest paid........................................
Income taxes paid..........................

$ 86,392
$ 1 4 ,2 6 1

$ 68,530
$ 11,995

$ 53,698
$ 12 ,0 8 6

T h e C o m p a n y c o n s id e rs all h ig h ly liquid d e b t in stru m e n ts
p u rc h a s e d w ith a m a tu rity o f th re e m o n th s o r le ss to b e c a s h
e q u iva le n ts .

31,580
—

—
34,200

61,500

(36,847)

(57,582)

(15,806)

3,862

(47,180)

(24,518)

(4,609)

(8,494)

6,433

24,075

10,227

(7,025)

(41,009)

18,106

12,386

Cash Surrender Value
COPPERWELD CORPORATION (DEC)
C o n s o lid a te d S ta te m en ts o f C ash Flow s
(Dollars in thousands)

1988

1987

CASH FLOW FROM FINANCING
ACTIVITIES
Net borrowing under line-ofcredit agreements..........................
Principal payments of long-term
debt..........................................................
Proceeds from issuance of
long-term debt..................................
Proceeds from issuance of pre
ferred stock........................................
Purchase of treasury stock............
Dividends paid........................................

100,000
—
(33,272)

—
(14,159)
(33,788)

(33,743)

Net cash provided by (used for)
financing activities........................

30,547

7,4 14

(36,007)

Net cash provided by operating
activities........................................................

Total adjustments..........................

CASH FLO W FOR INVESTING
ACTIVITIES
Cash paid for property, plant,
and equipment, and leased
equipment............................................
Cash paid for intangible assets..
Proceeds from sale of property,
plant, and equipment, and
leased equipment...........................
Net cash used for investing ac
tivities.....................................................

17,79 1

CASH AND CASH EQ UIVALENTS
AT DECEM BER 3 1 ..........................

CASH FLOW S FROM OPERATING
ACTIVITIES:
Net income (loss)........................................
$21,151
$10,037
Adjustments to reconcile net in
come (loss) to net cash pro
vided by operating activities;
Loss from discontinued opera
tions.........................................................
—
—
Net cash used by discontinued
operations............................................
—
—
Depreciation, depletion and
amortization........................................
7,459
8,626
Deferred income taxes......................
1,3 15
8,275
Provision for losses on
accounts receivable......................
574
617
Equity (earnings) loss........................
(104)
(148)
Increase in cash surrender value
of insurance policies....................
(548)
(311)
Changes in assets and liabilities:
Decrease (Increase) in short
term investments....................
(14,425)
(11,998)
Decrease (Increase) in
accounts receivableg ro ss.......................................................
(1,889)
(3,027)
Decrease (Increase) in inven
tory ...........................................................
(8,013)
(4,106)
Decrease (Increase) in other
current assets............................
401
4,250
(Decrease) Increase in
accounts payable....................
(4,223)
6,734
(Decrease) Increase in
accrued liabilities....................
3,486
(907)
Other................................................................
1,232
(1,384)

Net cash provided by operating
activities................................................

(1,541)

18,513
1,2 9 7
137,388
60,745

(81)
156
42,945
77,580

(4,331)
3,358
134,815
180,215

(87,941)
—

(121,509)
(2,099)

2 1,10 8

28,129

(66,833)

(95,479)

(124,876)

(4,15 7)

63,619

(73,134)

(32,024)

(12,258)

(30,130)

4,000

101,000

—

(118,379)
(11,0 41)

4,544

6,416

16,658

1986

$(6,258)

9,098
(10,286)
10,096
1,966
878
175
(274)

—

(2,006)
428
650
(603)
750
(476)
4,138

385

Operating Activities

Discontinued Operations

CASH FLOWS FROM INVESTING
ACTIVITIES;

TRANSTECH INDUSTRIES, INC. (DEC)

Proceeds from sale of fixed or idle
a s s e ts ................................................

1,591

2 ,4 1 8

354

Collection of notes receivable..........

9 32

—

—

Additions to property, plant and
e q u ip m en t........................................
O ther........................................................

(4 ,1 1 8 )

(2 ,2 8 9 )

4 52

1 ,0 5 4

(3 ,8 8 1 )
181

(1 ,1 4 3 )

1 ,1 8 3

(3 ,3 4 6 )

CASH FLOWS FROM FINANCING

O ther........................................................

(4 ,0 1 4 )

(2 ,4 8 0 )

(2 ,4 8 0 )

(1 0 ,8 0 1 )

(3 ,2 2 6 )

(1 ,3 5 3 )

9 93

(29)

199

(1 4 ,6 1 6 )

(4 ,7 1 3 )

(3 ,8 6 2 )

(9 ,3 4 3 )

1 3 ,1 2 8

(3 ,0 7 0 )

2 0 ,8 1 0

7 ,6 8 2

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

10,7 52

CASH AND CASH EQUIVALENTS,
END OF P E R IO D .............................

$ 1 6 ,5 1 6

$ 5 5 ,0 4 4

$ 7 6 ,6 5 5

(4 9 ,1 8 7 )

(5 7 ,0 7 2 )

Cash paid to suppliers and em 
Interest and dividends received.......

$ 1 1 ,4 6 7

$ 2 0 ,8 1 0

$ 7 ,6 8 2

(2 1 ,7 7 0 )

858

1 ,8 6 0

488

Interest p a id ..........................................

(9 69 )

(2 ,9 4 0 )

(3 ,0 81)

Income taxes p a id ...............................

(1 1 ,6 3 0 )

(764)

(372)

Net cash provided by (used in)
operating a c tiv itie s ........................

CASH AND CASH EQUIVALENTS,
BEGINNING OF P E R IO D ...............

1986

AND CASH EQUIVALENTS

ployees ...............................................

Net cash used by financing activi
tie s ...........................................................

1987

CASH FLOWS FROM OPERATING
Cash received from c u s to m e rs .......

Payment of principal on long-term
debt and current m atu ritie s ........

1988

ACTIVITIES;

ACTIVITIES;
Payment of cash dividends...............

($000)
INCREASE (DECREASE) IN CASH

Net cash (used) provided by in
vesting activities.............................

Consolidated Statement of Cash Flows

(1 5 ,9 9 2 )

3 ,0 0 9

1 6 ,6 1 7

CASH FLOWS FROM INVESTING
ACTIVITIES;
Proceeds from sale of discon
tinued operations............................

6 9 ,5 9 5

Proceeds from sale of investments

2 ,0 0 0

138

1 ,1 0 2

3 ,9 0 7

3 ,4 8 7

703

(5 ,3 6 9 )

(5 ,0 6 0 )

—

(2 , 101)

(7 ,9 4 0 )

Proceeds from sale of marketable

ACCOUNTING POLICIES
Cash and Cash Equivalents. In 1988, the Corporation
adopted Financial Accounting Standards Board Statement
No. 95 “Statement of Cash Flows.” In that regard, the Decem
ber 3 1 , 1987 and 1986 Consolidated Statements of Changes
in Financial Position have been restated to conform to the
current year Statements of Cash Flows presentation.

equity s ec u ritie s .............................
Purchase of marketable equity
securities............................................
Purchase of property, plant and
e q u ip m en t.........................................

(7 ,9 0 4 )

Proceeds from sale of property,
plant and equ ip m en t.....................

157

5 78

868

Purchase of minority interest in

The Corporation’s policy is to treat investments with maturi
ties of three months or less as cash equivalents. Short term
investments are carried at cost which equals market.

subsidiary..........................................

( 2 ,500)

Investment in joint v en tu re ...............

(4)

o fficers...............................................

Note 8. Supplemental Information
Supplemental income and cash flow information relating to
continuing operations (in thousands of dollars) for the years
ended December 31, 1988, 1987 and 1986 is as follows;

a s s e ts ................................................

vesting activities.............................

$ 8,301

$ 7 ,1 2 9

$ 7 ,7 2 0

$ 7 ,4 5 9

$ 8 ,6 2 6

$ 1 0 ,0 9 6

Principal payments on long-term

155

1,351

Employment.............................................

$ 3 ,0 1 4

$ 2 ,8 9 3

$ 3 ,6 3 5

Proceeds from issuance of long

6 5 ,9 0 7

1 ,3 7 7

1 ,1 5 7

1 ,522

term d e b t..........................................

4 86

375

237

Payment of landfill closing c o s ts ...

( 1 ,3 74 )

T o ta l.....................................................

$ 4 ,8 7 7

$ 4 ,4 2 5

$ 5 ,3 9 4

Purchase of treasury s to c k ...............

(821)

$ 6 ,9 0 5

10,921

63

Total .....................................................

$ 1 7 ,2 3 9

$ 6 ,9 6 8

$ 7 ,3 3 2

(6 ,2 5 8 )

(5 ,6 2 2 )

1 ,8 1 3

5 ,8 0 9
(756)

(2 ,5 2 2 )
(5 ,027)
1 ,4 5 3
( 2 ,355)

Proceeds from issuance of com 
mon s to c k ........................................

$ 7 ,3 3 2

600

(2 2 ,6 3 1 )

P ro p e rty ....................................................

$ 6 ,3 1 8

(8 ,7 3 5 )

(1 ,9 0 0 )

O th er..........................................................

Interest p aid..................................................

(718)

ACTIVITIES;

debt.....................................................

Income taxes paid.......................................

—

Net change in short-term borrow
ings .....................................................

Taxes, other than income taxes;

—

CASH FLOWS FROM FINANCING

1986

tion .............................................................

68

Net cash provided by (used in) in

1987

Depreciation, depletion and amortiza

(310)

Net (increase) decrease in other

1988
Maintenance and re p a irs ..........................

(1 ,2 9 0 )

Collections on notes receivable

109

3 70

3 39

Net cash provided by (used in)
financing activities..........................

401

(2 4 ,8 0 5 )

(8 ,1 1 1 )

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

2 5 ,1 0 9

( 5 ,3 25)

2 ,2 4 7

6 ,0 9 8

3,851

773

$ 6 ,0 9 8

CASH AND CASH EQUIVALENTS
AT BEGINNING OF Y E A R .............

773

CASH AND CASH EQUIVALENTS
AT END OF YEA R ............................

$ 2 5 ,8 8 3

$

386
RECONCILIATION OF NET INCOME
TO NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVI
TIES:
Net Income.............................
Adjustments to Reconcile Net In
come to Net Cash Provided By
(Used in) Operating Activities:
Depreciation and amortization...
Provision for closure costs.....
Gain on sale of discontinued
operations.......................
(Gain) loss on sale of invest
ments .............................
Gain on sale of marketable equi
ty securities.....................
Gain on sale of property, plant
and equipment..................
Unrealized losses on marketable
equity securities................
Increase in deferred income
taxes..............................
Cumulative effect of change in
accounting method.............
Minority interest in earnings of
subsidiary.......................
(Increase) decrease in assets
net of effects of sale of dis
continued operations:
Accounts and notes receiv
able, trade-net...............
Inventories......................
Income tax refund receivable.
Prepaid taxes...................
Prepaid expense and other...
Increase (decrease) in liabilities
net of effects of sale of dis
continued operations:
Accounts payable and
accrued expenses...........
Accrued remediation costs....
Unearned revenue..............
Accrued income taxes........
Net Cash Provided By (Used in)
Operating Activities................

Section 5: Statement of Cash Flows

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

$ 13,254

$ 2,306

$ 4,356

Note 1 (In Part): Summary o f Significant Accounting Poli
cies:

Cash Equivalents:

1,732
490
(29,623)

3,186
—

5,261
—

—

—

—

649

(753)

(76)

(699)

(416)

(19)

(171)

(95)

315

74

23

Cash equivalents consist principally of repurchase agree
ments and commercial paper with original m aturities of 90
days or less. Cash equivalents are stated at cost, which
approximates market value.

AMPCO-PITTSBURGH CORPORATION (DEC)

4,912

1,066

1,400

—

(442)

—

—

481

292

Consolidated Statements o f Cash Flows
1988

1987

1986

($000)
CASH FLOWS FROM OPERATING
ACTIVITIES:
Net income (lo ss)..............................

$(27,129)

$ 5,351

$(46,294)

Adjustments to reconcile net in
come (loss) to net cash pro
vided by operating activities;
Depreciation and am ortization...
Gains on settlements of pension

5,451
(1,474)
(7,000)
(1,910)
(35)

(2.743)
991
—

(256)

$(15,992)

(973)
468
296

5,447
847
57

—

—

(502)

(203)

(494)
—

(1,833)
(403)
$ 3,009

(1,489)
—

1,833
56
$16,617

obligations.................................
Loss on disposal of discon

10,789
—

12,415
(9,610)

tinued operations.....................
Other— n e t.....................................

31,393
612

1,406

(Increase) decrease in assets;
Accounts receivable................

351

14,257
—

37,751
893

(13,089)

(1,484)

Inventories...............................
Other assets..............................
Increase (decrease) in liabilities;
Accounts payable and

(4,078)
(360)

1,097
(2,700)

2,368
12,300
2,262

accrued payroll expenses..
Other liabilities.........................
interest and income taxes ....

4,487
(3,542)
1,464

(2,340)
(9,246)
964

(16,242)
(2,317)
(164)

(3,793)

4,815

16,350

18,675

8,835

3,064

3,357
1,233

(3,370)

(7,507)

(7,036)

321

3,068

1,266

—

3,929

—

—

5,071

—

Net cash flow s from operating
activities.........................................

547

CASH FLOWS FROM INVESTING

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING
AND FINANCING ACTIVITIES
During 1986, the Company issued $1,562,000 principal
amount of 9½% convertible debentures to two of its officers in
exchange for promissory notes bearing interest at 9¾ %. Dur
ing 1987, the two officers surrendered these convertible de
bentures to the Company for cancellation in exchange for the
cancellation and return of these promissory notes.
During 1987, the Company received notes aggregating
$2,321,000 in consideration for the sale of three of its wholly
owned subsidiaries. The Company also received notes aggre
gating $663,970 from two of its officers in connection with the
exercise of stock options for the purchase of 282,088 shares
of the Company’s common stock.

ACTIVITIES;
Proceeds from sales of discon
tinued operations.........................
Collection on notes received from
sale of discontinued ope ra tio n s.
(Purchases) sales of investments ..
Purchase of property, plant and
e quipm ent.....................................

(15,698)
(9,179)

—

Proceeds from disposals of prop
erty, plant and equipm ent...........
Collection of receivable from joint
ven ture ...........................................
Distribution from jo in t venture........
Net cash flows from investing ac
tivities .............................................

(5,141)

27,827

(304)

387

operating Activities

CASH FLOWS FROM INVESTING

CASH FLOWS FROM FINANCING

ACTIVITIES;

ACTIVITIES;
Increase (decrease) in notes pay

Purchase of property and equip
m e n t.......................................................

(1 ,0 0 0 )

1 ,0 0 0

500

Increase in long-term d e b t ...............

1 2 ,0 0 0

2 ,0 9 4

2 ,1 2 0

Payments made on long-term debt

(2 ,8 7 5 )

(2 2 ,9 9 3 )

(6 ,9 1 8 )

m e n t.........................................................

Dividends paid.......................................

(2 ,8 7 4 )

(2 ,8 6 8 )

(2 ,8 6 4 )

Long-term in ve s tm en ts ..........................

able to b a n k .....................................

(2 2 1 ,5 1 7 ) (2 1 7 ,5 4 2 )

(2 7 8 ,2 9 2 )

Disposition of property and equip
3 6 ,2 8 7

9 2 ,1 7 2

(5 9 ,4 7 7 ) (1 4 0 ,7 5 4 )

10,751
(1 3 ,5 4 6 )

Acquisition of insurance sub

Proceeds from issuance of com 
39

3 25

—

mon s to c k .........................................

sidiaries..................................................
O ther.........................................................

Net cash flows from financing ac
5 ,2 5 0

tivities .................................................

(7 ,1 2 3 )

(2 2 ,4 4 1 )

843

(2 36 )

CHANGES ON CASH .....................

717

-

(2 4 ,9 1 7 )

(3 4 ,9 7 4 )

(2 8 9 ,5 6 5 )

(3 0 9 ,7 4 7 )

(3 1 6 ,0 6 1 )

Net cash used in investing activi
tie s .......................................................

EFFECT OF EXCHANGE RATE

(4 2 ,9 5 2 ) (1 8 ,7 0 6 )
(1 ,9 0 6 )

CASH FLOWS FROM FINANCING
ACTIVITIES;

NET INCREASE (DECREASE) IN
C A S H ..................................................

4 19

2 ,4 3 5

(1 ,8 9 5 )

Issuance of long-term debt...............

1 7 8 ,5 4 4

1 5 3 ,7 3 7

CASH AT BEGINNING OF YEAR .. ..

5 ,0 0 3

2 ,5 6 8

4 ,4 6 3

Repayment of long-term d e b t..........

(2 5 6 ,3 8 7 )

(1 6 9 ,2 7 3 )

(8 7 ,2 6 9 )

5 ,4 2 2

$ 5 ,0 0 3

Paymentof cash dividends................

(8 1 ,1 1 5 )

(7 5 ,0 7 5 )

(7 2 ,0 8 7 )

CASH AT END OF Y E A R ....................

$

$

2 ,5 6 8

SUPPLEMENTAL INFORMATION;
Notes received from disposal of

stock............

1 ,8 4 8
1 ,7 3 6

1 ,8 9 9
(1 ,1 6 2 )

1 ,5 6 5
(368)

Net cash used in financing activi
1 ,4 8 3

$ 2 6 ,6 8 4

interest p a y m e n ts ..........................

8,401

9 ,0 5 7

Income tax paym en ts...................

1 ,5 2 3

1 ,5 5 4

businesses..................................

Issuance of com mon

Other...............................................................

1 05 ,11 2

$

$

6 ,0 7 5

tie s ..........................................................

(1 5 5 ,3 7 4 )

(8 9 ,8 7 4 )

(5 3 ,0 4 7 )

2 7 ,4 9 3

(2 1 ,7 6 2 )

9,841
225

INCREASE (DECREASE) IN CASH
AND CASH E Q U IV A LE N TS ............

6 6 ,4 5 7

CASH AND CASH EQUIVALENTS
AT BEGINNING OF P E R IO D .........

Extraordinary Items

AT END OF P E R IO D .......................

HUMANA INC. (AUG)

1987

1986

$227 ,1 2 1

$ 1 8 2 ,8 3 9

$ 5 4 ,4 5 2

ACTIVITIES;
Adjustments to reconcile net In

$ 1 4 0 ,2 0 2

Note 3: Interest

($ 000)

Depreciation and a m o rtization...

195,651

1 8 0 ,1 9 7

Deferred income ta x e s ..................

2 ,3 1 0

3 5 ,6 4 4

Provision for doubtful accounts.

155,281

141,831

109 ,98 2

Interest costs in cu rre d .......................

—

2 3 1 ,5 5 0

Amounts capitaliz e d ............................

—

1 79 ,07 5

liabilities;

Interest incom e.....................................

(Increase) decrease In
(8 ,2 1 9 )

(1 1 0 ,1 4 2 )

(1 7 4 ,5 7 3 )

(2 1 0 ,7 6 2 )

(1 6 6 ,0 9 4 )

(7 ,3 1 3 )

(4 .3 5 1 )

1 3 ,0 4 9

9 5 ,3 3 0

(1 7 ,2 0 7 )

5 5 ,1 2 0

(4 ,5 4 3 )

1 04 ,51 7

3 1 ,4 6 5

Increase in accounts receiv
(Increase) decrease In inven
tories and other assets .. ..

1988

1987

1986

$14 8 ,4 4 1

$ 1 6 0 ,4 7 7

$ 1 6 5 ,0 8 7

(4 4 ,4 0 2 )

Change in operating assets and

able ..........................................

$ 4 6 ,2 5 2

Cash and Cash Equivalents— Cash and cash equivalents
includes highly liquid investments with a maturity of three
months or less.

operating activities;

marketable securities..........

$ 7 3 ,7 4 5

Interest consists of the following;

come to net cash provided by

Unusual operating charges..........

6 8 ,0 1 4

Note 1 (In Part): Accounting Policies

1988

CASH FLOWS FROM OPERATING
Net incom e.............................................

4 6 ,2 5 2

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

Consolidated Statement o f Cash Flows
(Dollars in thousands)

7 3 ,7 4 5

CASH AND CASH EQUIVALENTS

7 ,0 9 5

2 ,5 0 3

6,321

10,321

1 4 5 ,9 3 8

1 5 4 ,1 5 6

1 5 4 ,7 6 6

4 6 ,0 6 4

3 0 ,9 2 3

3 0 ,4 6 3

$ 9 9 ,8 7 4

$ 1 2 3 ,2 3 3

$ 1 2 4 ,3 0 3

O ther accrued expenses includes accrued interest of
$33,120,000 for 1988 and $22,934,000 for 1987. Cash pay
ments of interest were $135,752,000 for 1988, $155,869,000
for 1987 and $152,238,000 for 1986.

Increase (decrease) in in
come t a x e s ............................
increase (decrease) in other
liabilities..................................
Extraordinary loss on debt re
financing.......................................

2 5 ,7 3 0

_

(2 5 ,8 5 9 )

_

Accounting change for retire
ment plan actuarial g a in s .......
Other ..................................................

1 3 ,4 1 4

1 9 ,1 4 8

5 1 1 ,3 9 6

4 2 7 ,1 1 4

(1 ,4 8 0 )

Net cash provided by operating
activities.............................................

3 4 7 ,3 4 6

Note 4 (In Part): Income Taxes
Deferred income taxes of $78,989,000 at August 3 1 , 1988,
and $65,806,000 at August 3 1 , 1987, resulting principally from
insurance reserves, doubtful accounts and retirement plan
actuarial gains, have been classified as other current assets.
Total noncurrent deferred income taxes of $260,238,000 and
$244,866,000 at August 3 1 , 1988 and 1987, respectively, are
included in deferred credits and other liabilities. Cash pay
m ents of incom e taxes w ere $ 1 1 0 ,6 3 3 ,0 0 0 for 1988,
$15,943,000 for 1987 and $96,965,000 for 1986.

388
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SCHLUMBERGER LIMITED (DEC).

CASH FLOWS FROM IN
VESTING ACTIVITIES:

Consolidated Statemen t o f Cash Flows

Purchases of fixed assets .

(4 5 5 ,3 5 3 )

Sales of fixed a s s e ts ..........
(Stated in thousands)

198 8

1987

1986

com pany............................

TIES:
Net income (lo ss )................

$ (2 ,0 1 7 ,5 9 1 )

Neptune International,

vities:

net of cash acq u ire d .. . .

tization ..........................

8 1 7 ,4 0 2

1 1 5 ,63 5

(1 3 4 ,8 3 8 )

GECO A S. com mon

stock

(1 0 0 ,1 6 4 )

(7 6 ,9 5 0 )

Decrease in short-term in

Loss from disposal of

vestm ents..........................

discontinued opera
tions...............................

2 0 0 ,0 0 0

Nonrecurring item s........

1 ,2 9 8 ,3 2 2

1 ,2 4 4 ,6 2 7

1 ,3 7 7 ,9 4 4

7 7 2 ,7 6 0

(Increase) decrease in
long-term investments
and receivables...............

Earnings of companies

(8 1 ,3 2 4 )

(1 ,9 7 9 )

7 ,9 5 4

Net cash provided by in

carried at equity,

vesting activities.............

less dividends re
ceived (1 98 8 —

7 2 2 ,4 9 0

1 ,2 7 5 ,4 8 3

4 1 8 ,8 2 8

CASH FLOWS FROM

$ 20 ,6 6 0 ; 19 8 7 -

FINANCING ACTIVITIES:

$ 1 0 ,0 6 3 ; 1986—

Dividends p a id .....................
(5 14 )

7 3 ,5 4 2

1 08 ,70 8

Purchase of shares for

(7 0 ,8 7 6 )

Proceeds from issuance of

Gain on sale of subsid

T re a s u ry ............................

iary/investm ents........

(3 4 ,8 7 1 )

(7 5 ,8 3 4 )

Extraordinary g a in ..........

(2 2 ,2 8 7 )

(7 0 ,0 8 0 )

(3 2 5 ,4 1 5 )

(3 3 4 ,6 6 2 )

(3 4 8 ,4 8 7 )

(1 ,2 0 6 ,5 7 8 )

(3 6 3 ,6 1 6 )

(4 7 4 ,4 3 9 )

long-term d e b t................

Provision for losses on

7 ,5 2 4

1 0 6 ,8 6 3

2 9 3 ,3 1 7

Payments of principal on
1 7 ,3 5 5

2 6 ,5 7 4

4 4 ,9 5 9

(5 1 ,6 1 3 )

(7 3 ,7 3 2 )

(6 1 ,6 0 9 )

Change in operating

long-term d e b t................

(1 7 9 ,5 1 6 )

(4 1 5 ,8 4 0 )

(7 8 2 ,7 0 8 )

(3 3 ,6 2 2 )

(5 7 6 ,2 4 6 )

1 07 ,81 2

(1 ,6 3 8 ,2 6 8 )

(1 ,6 8 2 ,8 4 0 )

Net (decrease) increase in
short-term d e b t...............

assets and liabilities:

Net cash used in financing

(increase) decrease

a c tiv itie s ............................
(7 ,4 6 0 )

2 9 ,7 6 8

2 4 7 ,1 8 5

Decrease (increase)
1 0 3 ,8 0 0

(1 0 3 ,8 0 0 )

—

(Increase) decrease
(4 ,6 7 2 )

3 8 ,3 9 8

8 3 ,0 6 3

(1 ,2 0 4 ,5 0 5 )

NET (DECREASE) IN 
CREASE IN CASH ..........

in income tax re

in inventory...........

(2 5 ,0 0 0 )

Payment for purchase of

Depreciation and am or

fund receivable....

109,571

Proceeds from extraordi

vided by operating acti

in receivables........

8 3 ,9 9 4

Payment for purchase of

net income to cash pro

accounts receivable..

6 2 ,9 0 0

nary it e m ..........................

Adjustments to reconcile

Other adjustm ents..........

1 91 ,07 2

Investment in affiliated

OPERATING ACTIVI

$ 3 8 ,9 1 6 ) .....................

(5 8 5 ,5 7 9 )

1 1 1 ,1 0 0

Proceeds from sale of
subsidiary/investm ents.

CASH FLOWS FROM

(2 7 6 ,3 7 3 )

7 6 ,8 0 4

1 1 ,8 2 6

(1 5 ,4 0 3 )

7 ,2 3 8

CASH, BEGINNING OF
Y E A R ..................................
CASH, END OF Y E A R ........

4 5 ,2 4 7

5 7 ,0 7 3
$

4 1 ,6 7 0

$

5 7 ,0 7 3

3 8 ,0 0 9
$

4 5 ,2 4 7

(Decrease) increase

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

in accounts pay
able and accrued
liabilities..................

(6 5 ,1 1 8 )

(1 8 7 ,3 6 0 )

2 7 8 ,3 0 9

(6 4 ,6 6 5 )

(1 5 1 ,4 9 7 )

(1 2 7 ,0 3 4 )

Summary of Accounting Policies (In Part)

Decrease in esti

Short-Term Investments

mated liability for
taxes on in c o m e ..
Other— n e t ..................

2 ,1 0 7

2 8 ,2 3 4

9 0 0 ,3 7 5

4 1 9 ,1 8 3

(7 ,9 2 3 )

Net cash provided by
operating a ctivities........

7 9 2 ,9 1 5

Short-term investments are stated at cost plus accrued
interest, which approximates market, and comprised mainly
certificates of deposit and time deposits in U.S. dollars.
For purposes of the Consolidated Statem ent of Cash Flows,
the Company does not consider short-term investments to be
cash equivalents as they generally have original maturities in
excess of three months.
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Supplementary Information

FINANCING:

Operating revenue and related cost of goods sold and ser
vices comprised the following;

1988

198 7

1986

Operating revenue
S a le s .............................................................

$ 2 ,1 7 3

Services.........................................................

$ 2 ,0 7 2

2 ,7 5 2

$ 1 ,9 3 2

2 ,3 3 0

$ 4 ,9 2 5

2 ,6 3 6

$ 4 ,4 0 2

321

491

9 02

Issuance of long-term d e b t........

—

6 0 ,0 0 0

7 ,4 6 6

Repurchase of preferred s to c k ..

—

(368)

—

Short-term borrowings (pay

(Stated in millions)
Year ended December 3 1 ,

Issuance of common s to c k ........

$ 4 ,5 6 8

Direct operating costs

m e n ts )..........................................

—

—

(5 6 ,1 0 0 )

Payments on long-term d e b t . . . .

(1 3 ,2 2 4 )

(1 1 ,5 7 4 )

Dividends..........................................

(7 ,0 0 7 )

(6 ,1 7 8 )

(1 3 ,7 4 3 )
(3 ,9 4 2 )

(1 9 ,9 1 0 )

42,371

(6 5 ,4 1 7 )

(2 0 9 ,3 0 0 )

(2 7 ,6 0 0 )

Net Cash Flow Provided From
(Used For) Financing ...............
INVESTMENTS:
Purchases of short-term invest

Goods s o ld ..................................................

$ 1 ,3 5 9

$ 1 ,3 2 5

$ 1 ,2 9 3

m e n ts ............................................

Services.........................................................

2 ,1 6 9

1 ,9 3 3

2 ,1 9 8

Sales of short-term investments

1 8 1 ,2 0 0

1 8 6 ,7 0 0

3 5 ,0 0 0

Net..................................................

3 4 ,2 0 0

(2 2 ,6 0 0 )

7 ,4 0 0

$ 3 ,5 2 8

$ 3 ,2 5 8

$3,491

(1 4 7 ,0 0 0 )

Additions to property, plant and

Cash paid for interest and income taxes was as follows;

equipm ent....................................

(3 7 ,8 1 7 )

(3 5 ,5 7 1 )

(1 1 ,6 1 6 )

Receivables from unconsoli
(Stated in millions)
Year ended December 3 1 ,

198 8

1987

1986

Interest..........................................................................

$ 12 5

$ 23 5

$25 2

Income taxes...............................................................

$ 17 2

$ 23 4

$25 0

dated affiliate...............................

7 ,6 2 3

—

4 ,4 4 9

—

(7 ,4 6 6 )

Investment in direct financing
lease...............................................

—

Other, n e t..........................................

1 ,3 1 9

2 ,3 2 3

1 ,0 1 4

Net Cash Flow Provided From
(Used For) In vestm en ts..........

Cumulative Effect Of Accounting Changes

5 ,3 2 5

Equivalents..................................

PACIFIC RESOURCES, INC. (DEC)

ning of y e a r ................................

1987

1986

OPERATIONS:
Net In co m e .......................................

$

6 ,1 4 5

$ 2 7 ,7 8 3

Cumulative effect of account

4 7 ,1 5 4

1 7 ,9 16

$ 5 7 ,3 4 7

$ 4 7 ,1 5 4

ize d )...............................................

$ 1 6 ,1 9 8

$ 10,811

$ 11,401

Income ta xe s ....................................

6,401

ADDITIONAL CASH FLOW IN 
DURING THE YEAR FOR:

(1 0 ,9 4 0 )

Depreciation and amortization

1 3 ,1 4 8

1 2 ,0 7 7

1 1,1 97

FINANCING ACTIVITIES:

Deferred income taxes.............

5 ,2 2 6

(1 .7 3 7 )

2 3 ,5 0 9

Common stock exchanged for

1 0 ,1 9 6

Leases cap italized..........................

—

—

Provision for inventory valua
(4 ,5 6 6 )

6 ,6 6 4

3,611

NONCASH INVESTING AND

treasury stock.............................
(2 ,1 7 1 )

Provision for loss on short

$

40

$

329

$

298

—

8 ,5 2 8

—

(1 4 8 )

305

395

—

—

2 0 ,0 0 0

—

—

6,001

Deferred assets (liabilities) rec
—

—

5 ,0 9 3

Extraordinary gain, net of de
ferred income ta x e s ...........

5 7 ,3 4 7

$ 6 3 ,0 5 8

ing change.............................

Other, n e t ....................................

2 9 ,2 3 8

Interest (net of amount capital

cash;

term in vestm en ts................

1 0 ,1 93

FORMATION: CASH PAID
$ 40,0 91

Expense (income) not affecting

tio n ............................................

5 ,711

Cash and equivalents at end of
year................................................

198 8

(6 ,2 1 9 )

Cash and equivalents at begin

Consolidated State ments o f Cash Flows
(In Thousands)

(5 5 ,8 4 8 )

Net Increase in Cash and

ognized .........................................
Debentures converted into com 

(1 ,2 8 9 )
943

(2 ,0 8 6 )

—

2 ,7 0 2

3 94

mon s tock....................................
Preferred stock converted into
common stock............................

Cash Rows From Operations—
before other changes in
working c a p ita l................................

4 5 ,0 0 8

1 2 ,5 3 5

7 8,1 72

(2 6 ,9 3 8 )

5 3 ,0 9 4

3 0 ,5 2 5

3 2 ,7 5 0

Other working capital changes:
Trade receivables— n e t ............
In vento ries.........................................
Other current ass e ts................

2 2 ,4 2 0
(4 ,8 2 1 )
(4 ,6 7 6 )

(1 ,6 0 1 )

(5 ,2 8 5 )

Note 1 (In Part): Significant Accounting Policies

Accounts payable and other
accrued liab ilitie s ................
Income taxes payable...............

(3 7 ,6 3 5 )
—

1 0 ,8 1 0
(1 ,6 6 1 )

(5 5 ,3 0 6 )
(2 ,5 5 1 )

Net Cash R ow Provided From
Operations..........................................

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

2 0 ,2 9 6

2 3 ,6 7 0

100 ,87 4

Cash Equivalents. Cash equivalents consist of investments
in short-term, highly-liquid securities having a maturity of three
months or less made as a part of p r i ’s cash management
activity.
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WITCO CORPORATION

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies

C onsolidated Statem ents o f Cash Flows
(thousands of dollars)

1988

1987

1986

$ 9 1 ,9 1 0

$ 6 3 ,2 9 3

$ 6 5 ,2 1 5

5 2 ,8 6 7

5 3 ,6 5 9

5 4 ,1 5 9

OPERATING ACTIVITIES
Net in c o m e .......................................
Adjustments to reconcile net in
come to net cash provided
by operating activities:

4 (In Part): Long-Term Debt

Depreciation, depletion and
am o rtizatio n ..........................
Provision for deferred income
taxes ........................................

2 ,4 5 5

Cumulative effect of an
accounting change...............

(2 0 ,2 8 9 )

(2 ,6 9 7 )

_

6 ,4 8 8
__

(Gains) losses on disposi

At December 3 1 , 1988 required principal payments on long
term debt are $ 1 ,9 4 8 ,0 0 0 (1 9 8 9 ), $ 5 ,1 4 6 ,0 0 0 (1 9 9 0 ),
$6,373,000 (1 9 9 1 ), $6,428,000 (1992) and $17,852,000
(1993). Total interest payments amounted to $17,876,000
(1988), $14,748,000 (1987) and $15,909,000 (1986).

6 (In Part): Federal and Foreign Income Taxes

tions of equipment and
other a s s e ts ..........................

Statements of Cash Flows: In 1988 the Company adopted
Statement of Financial Accounting Standards No. 95 “State
ment of Cash Flows” and restated previously reported Con
solidated Statements of Changes in Financial Position. For
purposes of this statement, cash equivalents consist of highly
liquid investments with a maturity of three months or less when
purchased.

6 ,2 3 5

8 ,1 0 0

(3 ,3 9 5 )

Pension c re d it............................

(6 ,7 9 2 )

(5 ,7 8 4 )

(1 , 189)

O th er.............................................

1 ,9 1 9

1,451

2 ,5 6 7

Changes in operating assets and

Cash payments for income taxes amounted to $41,074,000
(1988), $37,378,000 (1987) and $35,949,000 (1986).

THE BFGOODRICH COMPANY (DEC)

liabilities:
Accounts receivable..................

(2 2 ,3 5 4 )

(2 7 ,1 3 6 )

In vento ries..................................

(3 ,9 4 0 )

(3 ,9 2 3 )

(1 2 ,7 4 3 )

(1 ,9 3 4 )

(792)

(2 ,2 8 5 )

744

C onsolidated Statem ent o f Cash Flows

Prepaid and other current
assets.......................................
Accounts payable and other
current liab ilities..................

(7 ,6 1 5 )

13,141

(2 ,1 1 0 )

9 2 ,4 6 2

9 9 ,3 1 2

107,451

(7 2 ,0 5 9 )

(6 9 ,0 8 2 )

(6 0 ,1 0 2 )

Acquisitions of businesses, net
(8 ,4 4 2 )

(5 ,2 9 5 )

90

1 4,0 00

2 7 4 ,0 0 0

7 4 ,8 0 0

6 ,0 6 3

(2 0 2 ,5 0 0 )

(1 4 6 ,3 0 0 )

O th e r..................................................

(1 0 ,3 5 1 )

(979)

(3 ,2 4 2 )

(1 9 ,2 6 2 )

(1 3 2 ,8 5 6 )

- (5 7 ,2 8 1 )

Net cash used in investing ac

FINANCING ACTIVITIES
3 ,7 9 0

1 50 ,47 0

1,2 1 6

Proceeds from exercise of stock
options..........................................

162

3 45

662

(6 ,6 4 1 )

(6 ,7 2 0 )

(4 5 ,7 1 4 )

Dividends p a id ................................

(3 1 ,1 2 2 )

(2 5 ,9 0 7 )

(2 3 ,3 7 2 )

(3 3 ,8 1 1 )

1 18 ,18 8

(6 7 ,2 0 8 )

(744)

3 ,5 7 6

Net cash provided by (used in)

EFFECTS OF EXCHANGE RATE
CHANGES ON CASH AND
CASH EQ U IVA LEN TS...............

1,6 0 3

INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS............................................

3 8 ,6 4 5

8 8 ,2 2 0

(1 5 ,4 3 5 )

1 5 5 ,7 4 7

6 7 ,5 2 7

8 2 ,9 6 2

$ 1 9 4 ,3 9 2

$ 1 5 5 ,7 4 7

$ 6 7 ,5 2 7

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR........
CASH AND CASH EQUIVALENTS
AT END OF Y E A R .....................

method of accounting...................

(2 .7 )

—

—

5 .5

5.1

9 5 .9

8 7 .4

9 6 .7

Receivables.......................................

(3 3 .9 )

(4 7 .8 )

3 4 .2

Inventories.........................................

(5 4 .1 )

(2 4 .6 )

1 2.0

Accounts payable............................

1 1.9

2 7 .9

(3 5 .8 )

Accrued exp enses..........................

1 6.8

2 2 .6

(1 9 .1 )

Income taxes payable....................

5 .7

13.1

Non-current liab ilities....................

2 0 .2

(1 6 .7 )

(3 9 .9 )

Other ..................................................

5 .8

21.1

1 8 .7

2 6 1 .3

1 93.5

102.2

—

property.............................................
Change in assets and liabilities.

(2 .4 )

Net cash provided by operating activi

Payments on borrowings.............

financing activ itie s ....................

Cumulative effect of change in

net of effects of acquisitions

securities.....................................

Proceeds from borrow ings..........

$ 3 2 .7

and dispositions of businesses:

Purchases of marketable equity

tivities............................................

$ 1 0 5 .0

Depreciation and amortization of

Sales of marketable equity
securities.....................................

$ 1 9 5 .7

Adjustments to reconcile net income

Loss on extinguishment of d e b t....

Proceeds from dispositions of
equipment and other ass e ts ..

1986

activities:

Expenditures for property, plant

of cash acquired........................

1987

to net cash provided by operating

INVESTING ACTIVITIES
and equipm ent............................

1988

ACTIVITIES
Net in co m e................................................

Net cash provided by operating
activities.......................................

(Dollars in millions)
CASH FLOWS FROM OPERATING

ties ............................................................
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Note J: Supplemental Cash Flow Information

CASH FLOWS FROM INVESTING
ACTIVITIES
Purchases of p rop erty.............................

(1 8 0 .5 )

Proceeds from sale of prop erty...........

8.1

Acquisitions less cash acquired...........

(6 9 .0 )

(1 4 2 .6 )
1 0 .3
(3 .2 )

(1 4 4 .0 )
16.1

N o n -c a s h

a s p e c ts o f b u s in e s s e s

(2 4 .2 )

Sale of interest in accounts receiv
a b le - n e t .................................................

—

5 0 .0

—

—

—

2 2 6 .5

2 2 5 .0

_

53.1

—

—

Increase in short-term investments ...
Other transactions.....................................

....................

(5 2 .5 )
2 .7

(1 3 .1 )

(1 0 2 .9 )

(1 8 .7 )

(8 .0 )

(1 1 .9 )
2 6 .5
2 .3

—

Net cash paid for acquisitions....................

$ 6 9 .0

$ 3 .2

$ 2 4 .2

N o n -c a s h

and

8.1

1 49 .8

(1 4 4 .8 )

a s p e c ts o f b u s in e s s e s

(3 0 .5 )

(9 7 .0 )

(1 8 8 .3 )

9 8 .2

1 1 0 .5

(5 2 .1 )

(4 6 .8 )

Retirement of preferred s to c k ...............

(3 .1 )

(3 .0 )

(9 9 .8 )

(5 1 .3 )

(3 7 .4 )
(

(2 5 9 .6 )

1.8
1 50 .2

4 0 .0

(7 .0 )

9 1 .9

5 1 .9

5 8 .9

CASH AND CASH EQUIVALENTS AT
END OF Y E A R .......................................

$69.1

Liabilities assumed by purchasers..................

(1 1 .2 )

—

(1 .8 )

and investm ents.........................................

$53.1

$ —

$ 6 7 .3

Non-cash aspects of the Company’s initial investment in
The Uniroyal Goodrich Tire Company were as follows:
1986
Assets and liabilities contributed:
Net working capital excluding cash...............................................

$ 1 7 9 .7

Property and other a s s e ts ...............................................................

2 7 8 .4

Net assets contrib uted.................................................................

(3 2 .4 )
4 2 5 .7

Amounts received upon formation:

CASH AND CASH EQUIVALENTS AT
BEGINNING OF Y E A R ........................

1986

$ —

Non-current liabilities.........................................................................

INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS................

1987

$ 6 4 .3

1.0)

EFFECT OF EXCHANGE RATE
CHANGES ON CASH ............................

1988
Fair value of assets s o ld ....................................

Net proceeds from sale of businesses

Net cash provided (used) by financ
ing a ctivities..........................................

in v e s t m e n t s s o ld

w e r e a s f o llo w s :

1 .4

5 .3

D ividends.....................................................

(4 .1 )

—

.2

4 .0

.6

(.6 )

—

3 .4

(1 9 .0 )
1 .6

(1 3 .1 )

Reissuance of 3 0 0 ,9 7 3 treasury s h a re s .......

.7

Proceeds from issuance of capital
s to c k .........................................................

$ 4 2 .5

6 9 .7

Repayment of long-term debt and
capital lease obligations.....................

1986

$ 4 .0

Less cash a cq u ire d .............................................

ACTIVITIES
Proceeds from long-term d e b t.............

1987

includes $ 8 .4 relating to deferred pay

CASH FLOWS FROM FINANCING
Decrease in short-term d e b t..................

1988
$ 8 2 .8

Cash paid for acquisitions.................................

Net cash provided (used) by investing
activities. . . .

p u rc h a s e

6 7 .3

Proceeds from sales of businesses
and other in vestm en ts.......................

Fair value of assets acquired............................

ment of purchase p ric e )...............................

Proceeds from sale of investment in
U G T C .......................................................

in

Liabilities assumed by BFGoodrich (1 98 8

Net cash received upon formation of
U G T C .......................................................

a c q u ir e d

t r a n s a c t io n s w e r e a s f o llo w s :

$ 242.1

$ 9 1 .9

$ 5 1 .9

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
(Dollars in millions, except per share amounts)

Note A (In Part): Significant Accounting Policies
Consolidated Statem ent of Cash Flows: The Company has
adopted the provisions of Statem ent of Financial Accounting
Standards No. 95— “Statem ent of Cash Flows” (SFAS No.
95) for 1988. Prior years, which had presented consolidated
statements of changes in financial position, have been con
formed to the 1988 presentation. For purposes of SFAS No.
95, the Company considers securities with maturities of three
months or less, when purchased, to be cash equivalents.
Securities with maturities of more than three months when
purchased are classified as “Short-term investments” in the
Consolidated Balance Sheet.

Capital distribution..............................................................................

2 2 5 .0

From sale of accounts receivable..................................................

2 6 .0

Total cash received.......................................................................

2 5 1 .0

Less cash contributed..................................................................

2 4 .5

Net cash received...........................................................................

2 2 6 .5

Net investment at date of fo rm atio n ..................................................

$ 1 9 9 .2

Cash payments during the years ended December 31,
1 9 8 8 ,1987 and 1986 included income taxes of $44.3, $14.6
and $13.9 and interest, net of amount capitalized, of $45.0,
$57.2 and $85.8, respectively.
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Nonhomogeneous Operations
PHILIP MORRIS COMPANIES INC. (DEC)
C o n so lid a te d S tatem e n ts o f C ash F lo w s
(in millions of dollars)
CASH FLOWS PROVIDED BY (USED
IN) OPERATING ACTIVITIES
Net earnings
— Consumer products.................
— Financial services and real
estate.......................................
Net earnings.............................
Adjustments to reconcile net earn
ings to operating cash flows;
Consumer products
Depreciation and amortization.....
Deferred income tax provision.....
Restructuring charges..................
Cumulative effect of change in
method of accounting for in
come taxes..............................
Cash effects of changes in:
Receivables, net......................
Inventories...............................
Accounts payable.....................
Other............................................
Financial services and real estate
Deferred income tax provision.....
Cumulative effect of change in
method of accounting for in
come taxes..............................
Increase in real estate receivables
Decrease (increase) in real estate
held for sale.............................
Other............................................
Net cash provided by operating ac
tivities ..........................................
CASH FLOWS PROVIDED BY (USED
IN) INVESTING ACTIVITIES
Consumer products
Purchase of businesses, net of
acquired cash ($866 million in
1988).......................................
Net cash proceeds from sales of
businesses...............................
Capital expenditures.....................
Payment to increase tax basis of
acquired company’s assets.....
Other............................................
Financial services and real estate
Investments in finance assets.....
Finance assets proceeds..............
Other............................................

1988

1987

1986

S 2,173

$1,770

$1,403

164

72

75

2,337

1,842

1,478

704
338
71

655
133

779
(43)
348

(232)
601
2
408
549
178

(41)
(81)
108
85
4,998

(117)
(52)
(101)
52
231

(92)
(14)
19
2,881

(52)
112
(156)
181
233

CASH FLOWS PROVIDED BY (USED
IN) FINANCING ACTIVITIES
Consumer products
Net issuance (repayment) of
short-term borrowings.............
Long-term debt proceeds.............
Long-term debt repaid.................
Purchase of treasury stock...........
Dividends paid.............................
Issuance of shares......................
Other............................................
Financial services and real estate
Net (repayment) issuance of
short-term borrowings.............
Long-term debt proceeds.............
Long-term debt repaid.................
Other............................................
Net cash provided by (used in)
financing activities..............
EFFECT OF EXCHANGE RATE
CHANGES ON CASH.....................

8,761
1,212
(881)
(539)
(895)
28
(85)

(219)
484
(1.177)
(200)
(714)
26
9

259
1,757
(3,369)
(140)
(531)
31
(27)

(20)
201
(32)
12

109
438
(482)
(9)

58
96
(49)

(1,735)

(1.915)

7,762

INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS............
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR..................

(44)

113

54

78

17

(83)

90

73

156

(56)

CASH AND CASH EQUIVALENTS AT
END OF YEAR..............................

S

168

$

(5)
(19)

Cash paid:
Interest
— Consumer products.............

$

589

$ 690

$ 702

— Financial services and real
estate..................................

$

88

$ 112

$

$ 1,088

$ 641

$ 679

2,504

Income taxes...............................

90

$

73

89

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
(11,363)

(235)

44
(1.024)

73
(718)

599
(678)

117

(599)
180

52

Net cash used in investing activities.

(12,638)

(624)
147
(2)
(1.242)

Net cash provided by (used in) oper
ating and investing activities........

(7,640)

1,639

(481)
133
1

(442)
222
(8)
(726)
1,778

Note 1 (In Part): Summary o f Significant Accounting Po l 
cies:

Cash and cash equivalents:
Cash and cash equivalents include cash on hand, demand
deposits with banks and all highly liquid investments with
original m aturities of three months or less.
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TEXTRON INC. (DEC)
C onsolidated Statem ent o f Cash Flows
(In millions)

1987

1988

1986
CASH FLOWS FROM INVEST

CASH FLOWS FROM OPERAT

ING ACTIVITIES:

ING ACTIVITIES:
Net in c o m e .......................................

$

2 3 4 .4

$

2 5 6 .3

$

2 39 .2

(1 ,0 0 3 .4 )

(1 ,0 0 2 .0 )

Proceeds from sales of invest

Adjustments to reconcile net in

8 0 6 .3

8 1 4 .0

5 3 9 .6

ments ............................................

come to net cash provided

Finance receivables originated

by operating activities:
Depreciation and amortization

(8 4 0 .1 )

Purchases of investm ents............

2 0 4 .7

2 0 2 .9

154 .4

or purchased...............................

(3 ,2 3 2 .9 )

(2 ,6 8 4 .4 )

(2 ,4 3 6 .6 )
2 ,3 5 2 .3

Finance receivables repaid or

Provision for losses on re
ceivables ................................

1 1 0 .5

1 1 3 .4

1 21 .3

sold.................................................

2 ,4 9 0 .2

2,6 9 4.1

Deferred income taxes.............

2 8 .7

6 1 .6

104.1

Collections on notes receivable..

1 1 .0

4 6 .5

4 0 .3

(2 2 9 .6 )

(2 0 8 .7 )

Capital expenditures.......................

Increase in insurance policy
liabilities..................................

2 0 6 .8

183.1

1 61 .9

Proceeds from sales of proper

1 0 6 .9

8 9 .9

111 .2

Proceeds from sales of discon

ty, plant and equipm ent..........

Amortization of insurance
policy acquisition c o s ts .. ..

tinued operations.......................

Contributions of common
plan s........................................

6 4 .4

1 9.4

Gains on sales of invest
m en ts.......................................
receivables.............................

(1 1 .0 )

_

(1 8 .1 )
(5 2 .3 )

(4 9 .2 )

_

tinued o p eration s................

(5 1 .5 )

(6 6 .4 )

1 5 .6

56.1

13.1

—

—

(9 9 9 .9 )

tivities............................................

(2 5 .6 )

(9 6 1 .7 )

1 1 2 .2

1 6 7 .7

(2 9 4 .7 )

1,3 2 4.1

9 7 3 .7

(1 ,2 0 2 .8 )

CASH FLOWS FROM FINANC

term d e b t.....................................
long-term d e b t............................

(6 8 7 .4 )

term d e b t.....................................
insurance products....................

Increase in com mercial

1 ,9 7 6 .8

(2 ,1 0 1 .7 )

(1 ,2 8 2 .3 )

9 2 .9

9 5 .6

100.1

Return of account balances on

and U .S . Government

interest sensitive insurance

receivables.........................

(5 9 .9 )

(6 0 .6 )

(8 5 .7 )

increase in inventories.......

(2 1 .3 )

(8 .3 )

(3 3 .2 )

Additions to insurance
(1 7 1 .3 )

(1 4 2 .6 )

(1 5 7 .3 )

Decrease (increase) in
(5 3 .7 )

31.1

(4 3 .5 )

8 2 .6

3 6 .7

(4 2 .6 )

(2 1 .8 )

1 2 .0

1 6.3

(7 1 .5 )

5 9 .6

1 4 5 .7

increase (decrease) in
Increase (decrease) in in

products.......................................

(7 9 .2 )

Sale of com mon stock..................

Increase (decrease) in un

Purchases of common stock .. ..

(1 0 5 .5 )

(1 2 .1 )

Dividends p a id ................................

(8 7 .1 )

(8 7 .0 )

mium s and reserves for
insurance losses and
adjustment exp enses....

1 2 .9

(1 6 .7 )

3 0 .7

Other— n e t ..................................

9 .9

(1 3 .1 )

9 .8

Net cash provided by operating
6 0 2 .5

8 0 3 .9

6 4 9 .2

—

—
(7 4 .0 )

Net cash provided (used) by
financing activ itie s ....................

5 7 2 .7

3 2 7 .4

(8 4 4 .2 )

EFFECT OF EXCHANGE RATE
CHANGES ON C A S H ................

1.1

1 .0

(1 .5 )

NET INCREASE(DECREASE) IN
(2 6 .5 )

CASH AT BEGINNING OF Y E A R .
CASH AT END OF Y E A R ...............

earned insurance pre

(9 8 .5 )

(7 3 .3 )
1 9 5 .6

—

CASH.............................................

Increase (decrease) in

activities.......................................

C ell-0 ............................................

Receipts from interest sensitive

divestitures of businesses:

accrued liabilities............

4 5 4 .6

Principal payments on long

lated to acquisitions and

come taxes payable.......

2 9 3 .0

Proceeds from issuance of

ties excluding those re

accounts payable............

3 4 .8

ING ACTIVITIES:

Changes in assets and liabili

other a s s e ts .....................

3 2 .0

Increase (decrease) in short

Losses on early redemption

policy acquisition costs.

4 4 .2

Net cash used by investing ac

Gains on sales of discon

of d ebt.....................................

1 2 .4

Cash used in acquisition of Ex-

stock to employee benefit

Gain on sale of credit card

(2 1 7 .8 )

4 2 .5
$

1 6 .0

$

(6 4 .9 )

1 3.4

1 07 .4

9 4 .0

4 2 .5

$

107 .4
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Cash Receipts From Sale of Accounts Receivable
THE GREYHOUND CORPORATION (DEC)
State m e n t o f C o n s o lid a te d C ash Flow s
(000 omitted)
CASH FLOWS PROVIDED
(USED) BY OPERATING
ACTIVITIES:
Net income...............................
Adjustments to reconcile net in
come to net cash provided
(used) by operating activities:
Depreciation..........................
Deferred income taxes..........
Cumulative effect of change
in accounting principle.....
Extraordinary charge.............
Provision for losses on
financing transactions and
other receivables..............
Gain on sale of businesses,
property and investments.
Undistributed (income) loss
of discontinued operations
Other noncash items, net.....
Changes in operating assets
and liabilities:
Receivables and invento
ries ..............................
Payment service assets
and obligations, net.....
Sale of receivables............
Accounts payable and
accrued expenses........
Other assets and liabili
ties, net.......................
Net cash provided by operating
activities...............................
CASH FLOWS PROVIDED
(USED) BY INVESTING AC
TIVITIES:
Investment in financing transac
tions......................................
Principal collections on financ
ing transactions....................
Purchases of property and
equipment.............................
Purchases of businesses, net of
cash acquired.......................
Proceeds from sale of
businesses, property and in
vestments .............................
Investment in discontinued op
erations .................................
Other, net..................................
Net cash provided (used) by in
vesting activities....................

1988

$104,058

85,418
(11.904)

1987

S 25,102

70,483
30,864

1986

$188,805

63,485
(17,855)

(10,750)
6,211

5,799

16,701

93,847

(24,945)

(54,271)

(162,497)

2,178

80,645
(12,750)

(68,247)
1,045

CASH FLOWS PROVIDED
(USED) BY FINANCING AC
TIVITIES:
Proceeds from long-term bor
rowings................................
451,009
Payments on long-term borrow
ings.......................................
(393,581)
Dividends on common and pre
ferred stock..........................
(51,234)
Proceeds from exercise of stock
options..................................
3,622
Common stock purchased for
treasury.................................
(23)
Net change in short-term bor
rowings, classified primarily
as long-term debt.................
(240,708)
Proceeds from new interest rate
swaps........................................
42,311
Cash payments on outstanding
interest rate swaps....................
(40,673)
Net cash provided (used) by
financing activities...................
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS.......................................
CASH AND CASH EQUIVA
LENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVA
LENTS, END OF YEAR..........

565,633

156,920

(566,889)

(301,996)

(51,890)

(59,849)

10,151

8,160

(66,063)

(246,621)

95,853

9,439

57,224

79,236

(33,801)

(229,277)

10,218

(354,711)

(26,762)

4,544

32,372

87,523

82,979

50,607

$ 60,761

$ 87,523

$ 82,979

(14,247)

(70,082)

(53,468)

46,846
50,000

21,237
50,000

(35,301)

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS

156,447

(31,913)

(45,047)

Statement of Cash Flows

(73,087)

7,373

65,590

315,813

139,600

30,357

(560,441)

(274,100)

(380,183)

412,281

378,519

360,307

(121,445)

(116,077)

(106,000)

(21,860)

(352,898)

(13,681)

170,663

250,291

497,318

2,206
5,298
(113,298)

(34,620)
3,611
(145,274)

Note A (In Part): Significant Accounting Policies

(1,350)
315
356,726

Effective December 31, 1988, Greyhound adopted SFAS
No. 95, “ Statement of Cash Flows.” As a result, the Statement
of Changes in Consolidated Financial Position has been re
placed by the Statement of Consolidated Cash Flows for all
years presented. In conjunction with implementing SFAS No.
95, Greyhound has classified highly liquid investments with
m aturities of three months or less from date of purchase as
cash equivalents.

CASH FLOWS FROM INVESTING
ACTIVITIES
Paragraphs 14-17 of SFAS No. 95 define those transac
tions and events which constitute investing cash receipts and
payments. With the exception of certain transactions de
scribed in paragraphs 12-13, cash receipts and payments
should be reported separately and not netted. Examples of
reporting cash flows from investing activities follow.
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short-term highly liquid investments which are readily con
vertible into cash.

Property Acquisitions/Disposals
AMERADA HESS CORPORATION (DEC)

5

State m ent o f C onsolidated Cash Flows
(thousands of dollars)

1988

1987

$ 1 2 4 ,2 1 7

$ 2 2 9 ,8 6 0

1986

CASH FLOWS FROM OPERATING

ly.
9

ACTIVITIES
Net income (lo s s ).................................

(in Part): Long-Term Debt

The total amount of interest paid principally on short-term
and lo n g -term d eb t in 1 9 8 8 , 1 9 8 7 and 1 9 8 6 w as
$143,170,000, $148,203,000 and $176,427,000, respective

$ (1 8 2 ,5 7 0 )

Adjustments to reconcile net in
come to net cash provided by

(In Part): Provision for Income Taxes

Income taxes paid (substantially all foreign) in 1 9 8 8 ,1987
and 1986 am ounted to $ 3 7 ,6 9 5 ,0 0 0 , $ 1 3 ,7 2 4 ,0 0 0 and
$118,048,000, respectively.

operating activities
Depreciation, depletion, am or
tization and lease impairment

4 4 1 ,4 1 4

4 3 1 ,4 8 2

Exploratory dry hole c o s ts _____

1 1 6 ,5 9 4

5 2 ,6 7 8

4 6 8 ,2 4 4

GENUINE PARTS COMPANY (DEC)

8 9 ,8 9 6

(Increase) decrease in accounts
receivable.....................................

496

(9 3 ,8 5 1 )

170,421

(1 3 0 ,2 3 3 )

6 2 1 ,5 5 2

C onsolidated Statem ents o f Cash Flows

(Increase) decrease in invento
r ie s .................................................

4 6 ,2 5 2

payable and accrued liabilities

1 1 2 ,4 3 6

(1 5 ,5 4 3 )

(3 9 8 ,3 0 2 )

(6 2 ,0 0 1 )

7 4 ,4 1 8

(3 2 ,0 1 5 )

(9 6 ,6 5 3 )

(1 9 2 ,1 6 0 )
(1 7 ,0 1 8 )

7 4 7 ,3 9 3

4 5 2 ,1 5 8

5 6 0 ,0 6 3

Exploration and p ro d u c tio n ........

(6 5 2 ,6 0 0 )

(3 0 4 ,4 6 2 )

(2 0 7 ,3 7 4 )

Refining and m arketing................

(6 0 ,0 8 4 )

Transportation and o th e r.............

(1 7 ,2 4 5 )

(3 6 ,0 1 8 )

(7 ,5 1 1 )

Total capital exp enditu res............

(7 2 9 ,9 2 9 )

(3 4 8 ,1 4 3 )

16,401

4 ,8 4 5

13,8 95

(7 1 3 ,5 2 8 )

(3 4 3 ,2 9 8 )

(2 0 3 ,5 3 5 )

(7 ,6 6 3 )

(2 ,5 4 5 )
(2 1 7 ,4 3 0 )

Proceeds from sales of property,

Depreciation and amortization
plant and e q u ip m e n t..........

(2 0 5 ,4 1 4 )

3 9 8 ,8 8 9

(9 5 ,3 1 4 )

Long-term bo rro w in g s.......................

416 ,16 1

6 3 ,0 0 0

2 1 ,1 0 2

Repayment of long-term d e b t..........

(1 9 1 ,1 5 9 )

(3 7 2 ,1 1 5 )

(3 3 6 ,2 2 4 )

Cash dividends p a id ............................

(4 9 ,2 4 8 )

(2 5 ,8 5 7 )

(2 3 ,7 5 7 )

Common and preferred stock re

(201)

(171)

3 ,0 3 2

2 ,9 1 7

(811)
4,901

1 ,2 7 2

1 ,3 2 9

1,111

Trade accounts receivable.

(3 8 ,0 5 1 )

(3 0 ,6 3 6 )

(6 ,3 5 2 )

Merchandise in ventories...

(5 5 ,8 3 7 )

(2 9 ,4 3 7 )

(2 1 ,4 6 1 )

Prepaid expenses and
Trade accounts p a y a b le ....

(1 ,0 3 6 )
6 ,2 4 7

(888)

623

9,071

2 ,9 1 5

other current liabilities..

1,191

1 ,6 1 9

(2 ,9 5 7 )
(2 ,0 9 6 )

(5 9 ,0 6 4 )

(2 4 ,6 2 3 )

1 2 2 ,3 0 9

1 2 3 ,6 6 9

1 1 9 ,4 5 6

(3 5 ,0 2 7 )

(3 0 ,3 3 1 )

(3 4 ,5 7 0 )

ments ............................................

(6 ,0 0 0 )

(2 0 ,5 0 0 )

(1 7 ,512)

Purchase of m inority in te re s t....

(2 ,7 8 5 )

Activities.......................................
INVESTING ACTIVITIES:
Purchase of property, plant and
equipm ent....................................
Purchase of short-term Invest

(7 ,4 2 0 )

(6 2 ,1 3 8 )

—

Net cash provided by (used in)
(3 7 ,0 8 0 )

1 ,7 7 9

(1 0 ,1 1 4 )

2 3 ,1 9 3

(4 3 4 ,1 9 3 )

Proceeds from sale and m aturi

(728)

Proceeds from sale of property,

(7 8 ,3 9 3 )

Other investing a c tiv itie s.............

ty of short-term investm ents.

EFFECT OF EXCHANGE RATE

plant and equipm ent................

NET INCREASE (DECREASE) IN
(1 3 ,3 2 9 )

1 3 3 ,8 3 2

CASH AND CASH EQUIVALENTS

0

0

2 2 ,6 8 8

2 0 ,2 6 3

1 2,5 20

2 ,7 7 4

1 ,5 9 9

3 ,4 3 2

69

0

(126)

Net Cash Used in Investing Ac
2 2 6 ,5 1 3

9 2,681

1 7 1 ,07 4

tivities ............................................

(1 8 ,4 7 6 )

(2 8 ,9 0 0 )

(3 6 ,1 3 0 )

(3 74 )

(7 5 ,8 5 2 )

(1 4 ,5 4 0 )
(1 ,5 1 9 )

FINANCING ACTIVITIES:

CASH AND CASH EQUIVALENTS
AT END OF YEA R ............................

1 9 ,9 35

Net Cash Provided by Operating

Issuance (repayment) of n o te s .......

AT BEGINNING OF Y E A R .............

2 1 ,5 7 3

Income taxes payable and

ACTIVITIES

CASH AND CASH EQUIVALENTS

2 4 ,3 1 9

and liabilities:

CASH FLOWS FROM FINANCING

CHANGES ON C A S H .....................

$ 1 2 1 ,5 5 2

Changes in operating assets

other current a c c o u n ts .

Net cash used in investing activi

financing activities..........................

$ 1 4 8 ,2 9 2

come to net cash provided

in te re s t....................................

Capital expenditures

tired.....................................................

$ 1 8 1 ,3 7 3

Income applicable to minority

ACTIVITIES

tie s .......................................................

Net in c o m e .......................................

Provision for deferred ta x e s ..

CASH FLOWS FROM INVESTING

plant and equipment and o th er..

1986

Gain on sale of property,

Net cash provided by operating
activities.............................................

1987

by operating activities:

Changes in deferred income
taxes and other acc o u n ts .......

1988

Adjustments to reconcile net in

Increase (decrease) in taxes
payable..........................................

(dollars in thousands)
OPERATING ACTIVITIES:

Increase (decrease) in accounts

$ 2 1 3 ,1 8 4

$ 2 2 6 ,5 1 3

$

92,681

Purchase of treasury stock..........
Payments on long-term debt

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
1 (In Part): Summary of Significant Accounting Policies

Cash and Cash Equivalents: Cash equivalents consist of

(1 ,3 0 2 )

(2 ,1 5 8 )

Stock options e xercised...............

and capital lease obligations..

2 ,3 2 0

1 ,4 1 2

Dividends p a id .................................

(7 8 ,0 7 2 )

(7 1 ,2 8 3 )

(7 9 ,2 1 4 )

(7 7 ,4 2 8 )

(1 4 7 ,8 8 1 )

(9 2 ,5 4 1 )

2 ,7 3 2

Net Cash Used in Financing
Activities.......................................
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NET INCREASE (DECREASE) IN

CASH FLOWS PROVIDED BY

CASH AND CASH EQUIVA

(USED FOR) INVESTING

LENTS............................................

2 6 ,4 0 5

(5 3 ,1 1 2 )

8 3 ,1 9 8

1 3 6 ,3 1 0

(9 ,2 1 5 )

CASH AND CASH EQUIVALENTS

Additions to plants, equipment

AT BEGINNING OF YEAR........

145 ,52 5

and facilities................................

(3 7 3 .8 )

(2 6 8 .1 )

(2 6 2 .5 )

Acquisitions of businesses, net

CASH AND CASH EQUIVALENTS
AT END OF Y E A R .....................

ACTIVITIES

$ 1 0 9 ,6 0 3

$ 8 3 ,1 9 8

$ 1 3 6 ,3 1 0

of cash acquired.........................

(2 0 .4 )

(1 0 0 .9 )

(2 3 0 .7 )

Additions to equity in net assets

SUPPLEMENTAL DISCLOSURE

of and advances to associ

OF CASH FLOW INFORMA

(3 8 .1 )

ated com panies..........................

TION:

—

—

Proceeds from dispositions of

Cash paid during the year

businesses..................................

for;
Income ta x e s .........................

$110 ,8 2 1

$ 1 1 1 ,6 9 9

$ 1 1 6 ,9 2 8

In tere s t....................................

1 ,8 1 4

2 ,9 7 3

1 ,7 0 0

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

8 .8

7 8 .5

—

Additions to investments— prin
cipally marketable securities..

(2 ,1 7 9 .0 )

(2 ,1 1 9 .1 )

(2 ,2 6 9 .4 )

2 ,0 9 4 .3

2 ,3 8 1 .5

Reductions to investments—
principally marketable securi
t ie s .................................................

2 ,1 7 8 .0

Other, n e t..........................................

Note A (In Part): Summary of Significant Accounting Poli
cies

Net cash used for investing ac

Cash Equivalents: The Company considers all highly liquid
investments with a maturity of three months or less when
purchased to be cash equivalents.

CASH FLOWS PROVIDED BY

tivities............................................

(4 .4 )

(1 0 .6 )

7 .3

(4 2 8 .9 )

(3 2 5 .9 )

(3 7 3 .8 )

(USED FOR) FINANCING
ACTIVITIES
Change in short-term borrow
ings, n e t..............................................

Investments

2 0 8 .6

A d d itio n s.....................................

AMERICAN CYANAMID COMPANY

4 .7

R eductions..........................................

(6 5 .8 )

Purchases of treasury s to c k .......

(4 1 .8 )

Cash dividends.......................................

C onsolidated Statem ents o f Cash Flows

(1 0 4 .3 )

Other, n e t..........................................
(Millions of dollars)

1988

1987

1986

(4 2 .1 )

2 2 .6

5 9 .3

(6 5 .5 )

(2 2 .9 )

(1 1 9 .3 )

(9 1 .9 )

(9 3 .4 )

(8 8 .2 )

1 2 .0

1 7.2

Net cash provided by (used for)
1 8 .6

(8 6 .6 )

(1 6 8 .6 )

EFFECT OF EXCHANGE RATE

ING ACTIVITIES
$

3 0 5 .6

$

2 7 5 .6

$

2 0 2 .5

CHANGES ON C A S H ................

(6 .7 )

7 .0

1 .5

51.1

4 6 .9

1 .9

1 6 9 .3

1 2 2 .4

1 2 0 .5

INCREASE IN CASH AND CASH

Adjustments to reconcile net

EQUIVALENTS............................

earnings to net cash provided

CASH AND CASH EQUIVA

by operating activities:

LENTS, BEGINNING OF YEAR

Depreciation, depletion and
a m o rtizatio n ..........................

1 7 .2

financing a c tiv itie s ............................

CASH FLOWS FROM OPERAT
Net earnings.....................................

1 5 7 .0

Funded debt:

2 2 1 .2

2 0 0 .8

190 .2

Equity in undistributed net

CASH AND CASH EQUIVA
LENTS, END OF YEAR.............

$

2 2 0 .4

$

1 6 9 .3

$

1 22 .4

earnings of associated
c o m panies.............................

(1 9 .4 )

(1 4 .6 )

Gain from discontinued op
erations............. ......................
Other, n e t ....................................

( 1 1 .6)
1 5.2

(1 4 .7 )

(4 .4 )

_
(1 1 .5 )

(Millions of dollars)

1 (In Part): Summary of Accounting Policies

Changes in assets and liabili
ties, net of effects from
acquisitions/dispositions
of businesses:
Accounts receivable............

(1 0 3 .2 )

(5 5 .4 )

(4 6 .0 )

Inventories.............................

(4 7 .9 )

(5 4 .1 )

6 8 .3

accrued e x p e n s es ..........

7 4 .7

9 5 .8

1 1 4 .6

Other assets and liabilities

2 1 .9

3 0 .6

29.1

468.1

4 5 2 .4

5 4 2 .8

Cash and Cash Equivalents— Cash equivalents are consid
ered, in general, to be those securities with maturities of three
months or less when purchased. The prior year’s balance
sheet has been reclassified to conform with this presentation.

11 (In Part): Other Financial Information

Accounts payable and

Net cash flows from operating
activities.......................................

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

Cash payments during the years ended December 31,
1988,1987 and 1986 included interest (net of amounts capi
talized) of $92.1, $77.4 and $89.5 and income taxes of $154.0,
$111.8 and $81.7, respectively.
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BELDING HEMINWAY COMPANY INC. (DEC)
C onsolidated Statem ents o f Cash Flows
All amounts in thousands
OPERATING ACTIVITIES
Net income.............................................

198 8

1987

1986
FINANCING ACTIVITIES

$ 6 ,0 4 0

$ 5 ,1 9 2

$ 3 ,7 3 7

Repayments of notes payable and
short-term borrowings from
banks..................................................

Adjustments to reconcile net in
come to net cash provided by
Depreciation and am o rtizatio n ...

3 ,0 3 2

2,731

and notes receivable................

134

1 ,0 2 0

374

(1 65 )

(9 87 )

(62)

(7 2 0 )

Gain on sale of e quipm en t..........
(1 1 7 )

(4 66 )

(745)

(4 1)

(66)

(9 04 )

(146)

Issuance of Stock in connection

(3 7 2 )

in g s .....................................................

1 0 ,0 0 0

Dividends paid.......................................

(1 ,1 8 2 )

(9 56 )

Acquisition of Treasury S tock..........

(3 ,6 3 5 )

(8 ,1 6 3 )

(3 ,1 2 3 )
1 7 ,3 7 8
(1 ,0 5 4 )
(4 ,1 6 9 )

with stock option p la n ..................

181

4

4

Net Cash (Used) Provided by
Financing A ctivities........................

(4 ,9 8 5 )

(3 ,0 8 7 )

2 ,9 8 6

(DECREASE) INCREASE IN CASH

with employee compensation

AND CASH EQ U IV A LE N TS ..........

plan and charitable contribu
tions...............................................

(3 4 9 )

issuance of Stock in connection

estate partnerships and other

Gain on sale of in vestm en ts.......

(6 ,0 5 0 )

Proceeds from long-term borrow

Undistributed earnings of real
en tities ..........................................

capital lease obligation..................

2 ,9 8 3

Provision for doubtful accounts
Decrease in deferred ta x e s ..........

(3 ,6 0 0 )

Repayment of long-term debt and

operating activities:

(6 ,9 7 2 )

5 ,9 0 5

2 ,2 1 3

10,171

4 ,2 6 6

2 ,0 5 3

CASH AND CASH EQUIVALENTS
493

12

183

AT BEGINNING OF Y E A R .............

Changes in operating assets and
CASH AND CASH EQUIVALENTS

liabilities net of effects from

AT END OF Y E A R ............................

acquisition of businesses;

$ 3 ,1 9 9

$ 10,171

$ 4 ,2 6 6

Increase In accounts receiv
able ..........................................

(7 16 )

(3 ,5 3 2 )

NOTES TO FINANCIAL STATEMENTS

(3 ,0 0 3 )

(Increase) decrease in inven
to r ie s .......................................

(1 ,4 7 7 )

4 ,9 7 3

(6 8 6 )

88

3 ,3 8 4

7.

(Increase) decrease in other
current a s s e ts .......................

(1 ,1 2 2 )

Decrease (increase) in other
assets and deferred
charges....................................

69

(6)

3 43

137

(447)

Increase (decrease) in
accounts p a y a b le ................
accrued expenses and
1,141

1 ,8 4 3

(1 ,4 5 2 )

(Decrease) increase in federal
Income taxes p a y a b le........

(1 ,8 0 4 )

9 46

(1 2)

288

(177)

(Decrease) increase in other
liabilities..................................
Net Cash Provided by Operating
A ctivities............................................

5 ,5 5 5

1 1 ,2 9 4

2 ,9 2 0

INVESTING ACTIVITIES
Purchase of fixed assets...................

(5 ,6 7 6 )

(2 ,2 3 9 )

(2 ,0 9 5 )

(2 ,6 7 4 )

(4 67 )

(4 ,6 4 0 )

Acquisition of businesses, net of
cash a cq u ire d ..................................
Proceeds from sale of fixed assets
Proceeds from sale of investments

61

111

8 43

9 04

348

1 ,1 0 7

1 ,6 5 9

4 ,7 2 5

(9 33 )

(2 ,5 7 2 )

(3 ,6 2 8 )

(2 09 )

3 52

1 ,4 8 6

(2 ,3 0 2 )

(3 ,6 9 3 )

Distributions from real estate part
nerships.............................................
Acquisitions of investments in real
estate partnerships and other
e n titie s ...............................................
(Returns) proceeds received in ex
cess of in vestm en t........................
Net Cash Used by Investing Activi
tie s .......................................................

(7 ,5 4 2 )

Cash Flows:

In November 1987, the Financial Accounting Standards
Board issued Statem ent No. 95 “Statem ent of Cash Flows.”
The Company adopted the provisions of the statement in its
1988 financial statements and restated previously reported
statements of changes in financial position for 1987 and 1986.

(521)

Increase (decrease) in
other liabilities.......................

Summary of Significa n t Accounting Policies:

The Company considers all highly liquid investments with a
maturity of three month s or less when purchased to be cash
equivalents. Interest paid and income taxes paid for the year
ended December 31, 1988, 1987 and 1986 were approx
im ately $ 3 ,1 7 5 ,0 0 0 and $ 4 ,3 3 6 ,0 0 0 ; $ 2 ,2 3 0 ,0 0 0 and
$5,026,000 and $1,500,000 and $3,599,000, respectively.
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DELUXE CORPORATION (DEC)
Consolidated S tatem en t o f Cash Flows
(Dollars in Thousands)

198 8

1987

1986

CASH FLOWS FROM OPERAT

NET INCREASE (DECREASE) IN

ING ACTIVITIES

CASH AND CASH EQUIVA

Net in c o m e .......................................

$ 1 4 3 ,3 5 4

$ 1 4 8 ,5 1 2

$ 1 2 1 ,1 0 9

Adjustments to reconcile net in
come to net cash provided

AT BEGINNING OF YEAR........

by operating activities:
Depreciation................................

3 8 ,1 4 9

(7 9 ,4 8 7 )

7 6 ,1 0 4

4 ,7 1 6

8 5 ,7 6 5

9,661

4 ,9 4 5

6 ,2 7 8

$ 8 5 ,7 6 5

CASH AND CASH EQUIVALENTS

30,441

2 8,5 35

15,021

3 ,5 4 4

5 ,2 6 6

5 ,1 0 4

4 ,6 1 3

(5 ,6 9 4 )

(4 ,1 9 8 )

5,101

Amortization of intangibles ...

2 1 ,6 9 7

Stock purchase discount........
Deferred income taxes and
investment c r e d it................

AT END OF Y E A R .....................

$

$

9,661

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
1 (In Part): Significant Accounting Policies

Gain on sale of Data Card
Corporation stock................

(1 6 ,8 7 2 )

Changes in assets and liabili
ties, net of effects from
acquisitions:
Trade accounts receivable.

(9 ,1 2 0 )

Inventories....................................

(8 ,1 2 5 )

Accounts payable................

3 ,5 0 3

Other assets and liabilities

4 ,5 3 9

8 ,0 3 8

(4 ,9 4 0 )

(61)

(3 ,0 3 5 )

(2 ,7 7 2 )

(5 ,3 8 6 )

8 ,6 1 8

2. Sale of Data Card Corporation Stock

1 9 3 ,5 6 9

191,831

149 ,43 2

(1 6 ,0 9 5 )

(2 6 ,7 6 2 )

3 8 ,6 2 6

3 0 ,1 7 0

CASH FLOWS FROM INVEST
ING ACTIVITIES
Purchases of marketable securi
ties with maturities of more
than 3 m onths............................

(4 ,1 7 0 )

Proceeds from sales of market
able securities with maturities
of more than 3 m o n th s ..........

2 0 ,0 4 3

Net reductions of (additions to)
maturities of 3 months or
4 1 ,4 4 5

6 4 ,0 8 3

(3 4 ,5 8 9 )

(7 ,7 8 8 )

(1 ,3 9 3 )

(2 ,8 1 8 )

Proceeds from sales of long
term investm ents.......................

2 ,4 9 0

1 1 ,7 0 0

489

Additions to property, plant,
and equipm ent............................

(7 8 ,8 8 6 )

(6 1 ,7 0 9 )

(3 7 ,2 6 2 )

S y s te m s .......................................

(1 7 9 ,7 0 0 )

(7 0 ,5 0 0 )

( 1, 000)

O th e r ..................................................

(3 ,5 3 6 )

(3 ,1 9 1 )

(8 ,5 3 5 )

(3 8 ,4 7 9 )

(8 0 ,3 0 7 )

(1 ,0 2 0 )

(910)

(2 8 ,5 6 1 )

(3 0 ,0 1 1 )

1 7 ,1 82

1 6 ,1 42

(7 3 ,3 9 2 )

(6 4 ,8 4 9 )

(4 9 ,6 3 0 )

(6 2 ,9 5 4 )

(7 7 ,2 4 8 )

(6 4 ,4 0 9 )

Acquisition of Current and Data

Net cash used in investing ac
tivities................................................

(2 1 0 ,1 0 2 )

CASH FLOWS FROM FINANC
ING ACTIVITIES
Net borrowings under line-ofcredit agreem ents............................
Payments on long-term d e b t . . ..

1 0 ,5 0 0
(1 ,7 4 5 )

Payments to retire common
s to c k ...................................................

(1 5 ,9 7 7 )

Proceeds from issuing stock
under employee p la n s .............

1 7 ,6 6 0

Cash dividends paid to share
holders................................................
Net cash used in financing ac
tivities.................................................

Income taxes paid during 1988, 1987, and 1986 were
$81,400,000, $98,700,000 and $91,900,000, respectively.

6 (In Part): Lease and Debt Commitments

Purchases of long-term invest
m e n ts ............................................

On July 2 1 , 1987, the Company sold its 38% investment in
Data Card Corporation common stock to National Computer
Systems, Inc. (n cs ) in exchange for a $44,993,000 subordi
nated convertible debenture payable in 1992, bearing interest
at an average rate of 7.3% per annum. The debenture is
convertible into n cs common stock at $20.00 per share. The
sale resulted in a gain of $16,872,000. This non-cash transac
tion has been excluded from the Consolidated Statement of
Cash Flows.

3 (In Part): Provision for Income Taxes

marketable securities with
less................................................

Consolidated Statem ent of Cash Flows— The Company
has adopted Statem ent of Financial Accounting Standards
No. 95, “Statement of Cash Flows,” Prior years’ Statements of
Changes in Financial Position have been restated to conform
to the 1988 Statem ent of Cash Flows format. For purposes of
this statement, short term investments that have a maturity of
90 days or less are considered cash equivalents.

(109)

Net cash provided by operating
activities.........................

LENTS............................................
CASH AND CASH EQUIVALENTS

Interest paid on debt during 1988, 1987, and 1986 was
$4,849,000, $1,515,000 and $1,095,000, respectively.
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Investing Activities

Loans Receivable
ALCO STANDARD CORPORATION (SEP)
C o nso lid a te d Sta tem e n ts o f C ash Flow s
(In Thousands)
OPERATING ACTIVITIES
Net income...............................
Additions (deductions) to recon
cile net income to net cash
provided by operating activi
ties
Depreciation and amortization
Provision for
Losses on accounts re
ceivable .......................
Deferred income taxes.....
Change in deferred credits....
Tax provision offset by ac
quisition-related tax bene
fits ...................................
Equity in earnings of AHSC...
Charges for metallurgical coal
operations.........................
Minority interest in AHSC.....
Gain on
Divestitures......................
Sale of AHSC stock..........
Changes in operating assets
and liabilities, net of
effects from acquisitions
and divestitures
Decrease (increase) in
Accounts receivable.....
Inventories....................
Prepaid expenses.........
Increase in accounts pay
able and accrued ex
penses .........................
Miscellaneous.......................
Net cash provided by operating
activities...............................
INVESTING ACTIVITIES
Proceeds from
Divestitures...........................
Sale of property and equip
ment ................................
Payments received on long-term
receivables...........................
Cost of companies acquired, net
of cash acquired....................
Expenditures for property and
equipment.............................
Purchases of miscellaneous
assets...................................
Effect on cash of deconsolida
tion of AHSC as of Septem
ber 1, 1986..........................
Net cash used in investing ac
tivities...................................

1988

1987

1986

$109,959

S 80,267

$ 58,163

47,455

47,719

9,150
505
(3,591)

9,748
14,465
(1,001)

(17,115)

19,618
(8,619)

49,912

8,694
3,925
(471)

13,227
(635)
19,742
6,263

(4,192)

(22,500)

(3,171)
(9,194)

FINANCING ACTIVITIES
Proceeds from
Issuance of long-term debt...
Option exercises and sale of
treasury shares.................
Long-term debt repayments.....
Dividends paid..........................
Purchase of treasury shares.....
Reacquisition and redemption of
preferred shares....................
Net proceeds from sale of AHSC
convertible subordinated de
bentures ...............................
Proceeds from sale of AHSC
stock....................................
Net cash (used in) provided by
financing activities................
NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

(87,617)
(37,431)
2,194

(39,234)
(29,217)
(3,958)

(3,149)
7,529
2,053

65,213
(4,363)

46,357
(1,796)

1,954
(168)

80,167

111,849

154,674

150,172

24,800

17,400

12,426

10,203

11,517

10,180

7,221

6,842

(122,457)

(10,042)

(152,348)

(48,667)

(48,045)

(45,636)

(8,924)

(3,835)

(15,251)

(67,327)
(7,270)

(19,698)

(244,803)

30,281

3,166

107,338

23,075
(55,155)
(31,898)
(51,759)

24,591
(39,160)
(28,612)
(15,281)

23,285
(42,006)
(26,251)
(84,869)

(167)

(1,639)

(3,371)

97,379
19,475
90,980

(85,623)

(56,935)

(12,726)

35,216

851

49,705

14,489

13,638

S 36,979

$ 49,705

$ 14,489

NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Accounting Policies

Statements of Cash Flows
The Company has presented statements of cash flows for
each of the three years in the period ended September 30,
1988 in accordance with SFAS No. 95. The Company classi
fies marketable investments, with a maturity of three months
or less when purchased, as cash equivalents.
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TASTY BAKING COMPANY (DEC)
C o n s o lid a te d S ta te m en ts o f C ash Flow s

($000)
CASH FLOWS FROM OPERATING
ACTIVITIES
Net income.........................................
Adjustments to reconcile net in
come to net cash provided by
operating activities:
Depreciation..................................
Amortization..................................
Provision for doubtful accounts..
Other..............................................
Change in assets and liabilities
Increase in receivables.................
Decrease (increase) in invento
ries ............................................
Decrease (increase) in prepay
ments and other.......................
Increase (decrease) in accrued
and deferred income taxes......
Increase (decrease) in accounts
payable and other current
liabilities...................................
Net cash provided by operating
activities.........................................
CASH FLOWS FROM INVESTING
ACTIVITIES
Proceeds from sale of distribution
routes, net of expenses and
taxes..............................................
Proceeds from owner/operators’
loan repayments...........................
Proceeds from sale of subsidiary....
Proceeds from sale of marketable
securities.......................................
Proceeds from sale of property,
plant and equipment....................
Purchase of marketable securities...
Purchase of subsidiary.....................
Purchase of property, plant and
equipment......................................
Loans to owner/operators................
Other..................................................
Net cash used for investing activi
ties .................................................
CASH FLOWS FROM FINANCING
ACTIVITIES
Additional long-term debt.................
Proceeds from sale of common
stock..............................................
Dividends paid...................................
Payment of long-term debt..............
Net increase (decrease) in short
term debt......................................
Purchase of treasury stock..............
Net cash used for financing activi
ties .................................................

1988

1987

1986

$ 9,456

$7,708

$ 6,244

5,263
391
812
(245)

4,996
271
758
(351)

5,071
292
663
(339)

(888)

(6,084)

(899)

(986)

1,951

NET INCREASE (DECREASE) IN
CASH.............................................
CASH, BEGINNING OF YEAR...........
CASH, END OF YEAR........................

(91)
1,130
$ 1,039

(638)
1,769
$1,130

273
1,496
$ 1,769

CASH PAID DURING THE YEAR
FOR:
Interest (net of amount capital
ized) ..........................................

$ 1,232

$1,144

$ 1,551

Income taxes................................

$ 4,696

$6,284

$ 9,044

USX CORPORATION (DEC)
C o n s o lid a te d S ta te m e n t o f C ash F low s

(1,416)

176

(143)

(94)

(355)

(1,402)

844

177

1,223

(1,542)

13,802

8,928

8,825

__

389

10,419

1,539
—

1,323
—

—
4,355

5,860

6,954

__

161

117

—

—

744
(12,100)

—

(5,000)

—

(11,414)
(4,949)
(605)

(6,310)
(4,087)
44

(5,108)
(1,799)
(215)

(9,407)

(6,567)

(3,703)

5,000

1,500

(3,095)
(4,162)

679
(2,528)
(4,020)

(2,000)
(428)

1,864
(493)

(4,486)

(2,999)

200

—

39
(1,774)
(3,112)
—

—
(4,848)

(Dollars in millions)
INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS
OPERATING ACTIVITIES:
Net income (loss)...............................
Adjustments to reconcile to net cash
provided from operating activities;
Depreciation, depletion and amor
tization .......................................
Exploratory dry well costs.............
Inventory market valuation provi
sion .............................................
Pensions.........................................
Extraordinary items and account
ing changes ...............................
Deferred taxes on income.............
Gain on disposal of assets...........
Restructuring charges....................
Changes in:
Receivables— current................
Inventories..................................
Accounts payable and accrued
expenses—current................
All other items—net.......................
Net cash provided from operating
activities..........................................
INVESTING ACTIVITIES;
Capital expenditures...........................
Disposal of assets...............................
Loans to public...................................
Principal collected on loans to public
Sale of loans receivable.....................
Investments in affiliates— n et...........
Net cash provided from (used in) in
vesting activities............................

1988

1987

1986

$ 756

$ 219

$ (1,833)

1,369
81

1,337
30

1,564
59

(23)
(252)

8
(256)

300
(299)

—
231
(176)
(50)

(13)
30
(56)
(74)

240
(494)
(97)
1,457

(63)
(115)

(667)
(228)

732
240

295
181

370
(67)

(933)
187

2,234

633

1,123

(1,282)
778
(226)
336
575
(4)

(1,062)
291
(329)
402

(1,001)

(60)

(84)

177

(758)

(233)

—

1,012

(402)
242
—

401

Investing Activities

Restricted Funds
— is s u e d ...............................................

8 ,1 4 6

5,411

2 0 ,7 3 6

— rep aym ents.....................................

(8 ,3 17)

(5 ,254)

(2 2 ,2 1 1 )

Other debt
— borrowings.......................................

102

— rep aym ents.....................................

(813)

5 ,7 2 2

45

(1 ,9 4 0 )

(2 ,1 3 2 )

Production financing and other

MILTON ROY COMPANY (DEC)
C onsolidated Statem ent o f Cash Flows
($ 000)

agreements
163

347

624

— rep aym ents.....................................

(149)

Preferred stock issued............................

(243)
—

244

(141)
—

Adjustments to reconcile net income

Net income (lo s s )....................................

Preferred stock repurchased................

(183)

(186)

—

to net cash provided by opera

Common stock repurchased................

(2 13 )

(133)

—

tions;

Dividends p a id ..........................................

(383)

(379)

(340)

(1 ,7 4 1 )

2 ,4 5 0

(2 ,1 8 6 )

EFFECT OF EXCHANGE RATE
2

2

1

CHANGES ON CASH ..........................
NET INCREASE (DECREASE) IN

671

CASH AND CASH EQUIVALENTS..

3 ,3 4 2

(2 ,3 0 9 )

CASH AND CASH EQUIVALENTS AT
BEGINNING OF Y E A R .......................

353

3 ,6 9 5

1 ,3 8 6

CASH AND CASH EQUIVALENTS AT
$ 2 ,0 5 7

$ 1 ,3 8 6

$

3 ,6 9 5

Interest and other financial costs

Income taxes paid (refunded)........

8 22

$ 1 ,0 3 8

(1 66 )

$

832
4

(29)

5 ,3 3 7
7 ,4 0 0

Accounts receivable..........................

( 2 ,4 60 )

(1 ,218)

1,1 3 4

Refundable income ta x e s ................

3 ,7 3 2

(2 ,0 2 6 )

(1 ,6 9 1 )

Inventories............................................

(1 ,9 1 3 )

1 ,9 7 3

4 ,5 0 4

Prepaid expenses...............................

(221)

26

114

Other a s s e ts .........................................

(253)

70

(73)

Deferred income ta x e s .....................

(1 ,0 2 8 )

1 ,8 3 9

(472)

Accrued provisions............................

(619)

(5 ,0 8 5 )

(2 ,1 4 4 )
(2 ,6 1 2 )

accrued e x p e n s es ........................

1 ,7 0 6

(40)

Income taxes p ayable.......................

2 ,0 3 9

(280)

590

40

247

4 ,1 1 4

6 ,8 9 4

(3 ,0 7 0 )

(4 ,5 0 8 )

(5 ,6 8 1 )

5 ,6 3 8

1 ,8 8 8

2 ,3 7 2

2 ,3 8 4

270

(463)

1 1,1 60

CASH FLOWS FROM INVESTING
ACTIVITIES:
Additions to property, plant and

ING ACTIVITIES;

equipm ent.............................................

Common stock issued for em 

Change in funds designated for long

ployee stock plans and divi

term capital p ro je c ts ........................
$

44

$

54

$

55

Disposal of a s s e ts .............................

140

10

96

Capital lease ob lig ations..................

15
—

7

6

1 ,1 9 6

—

Preferred stock converted to com

Disposal of property, plant and
equipm ent.............................................

150

Proceeds from sale of product lin e s .

4 ,0 0 0

Payments for acq uisitions...................

(2 ,7 5 9 )

Payments received on notes receiv

mon s to c k .......................................
ties to equity a ffiliate s ................

4 ,5 1 2

Changes in assets and liabilities:

tivities ....................................................
$

NONCASH INVESTING AND FINANC

Contribution of assets and liabili

4 ,9 5 4

$ (5 ,4 4 0 )

Net cash provided by operating ac

paid (net of amount capital

Debt exchanged for d e b t ................

Depreciation and am o rtizatio n .......

Other long term liabilities................

CLUDES:

dend reinvestment plan...............

$ 4 ,3 0 3

1986

Accounts payable and other

CASH USED IN OPERATIONS IN

ized) ..................................................

$ 5 ,6 8 6

Provision for sale of product lines

Net cash provided from (used in)

END OF Y E A R .....................................

1987

ACTIVITIES:

— advances..........................................

financing activities............................

1988

CASH FLOWS FROM OPERATING

239

_

128

able .........................................................

_

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
1 (In Part): Summary of Principal Accounting Policies
Cash and cash equivalents— Cash and cash equivalents
includes cash on hand and on deposit and highly liquid debt
instruments with maturities generally of three months or less.

1 ,0 2 7

387

336

3 ,1 0 5

1,341

(2 ,0 1 2 )

(3 ,7 9 5 )

1 ,7 8 4

(1 ,8 5 3 )

Net cash provided by (used in) in
vesting activ itie s ................................
CASH FLOWS FROM FINANCING
ACTIVITIES:
Net borrowings under short term
lines of credit.......................................
Proceeds from issuance of long term
d e b t.........................................................

182

Principal payments of long term debt

(1 3 ,2 9 3 )

Proceeds from public stock o ffe rin g .

1,781

4 ,8 3 6

2 ,7 6 7

(8 ,2 0 0 )

(3 ,5 2 5 )
(1 ,5 9 2 )

Purchase of treasury s to c k ..................
Proceeds received from employee
stock p la n s ..........................................

672

273

319

Dividends p a id ..........................................

(2 ,0 1 5 )

( 1 ,876)

(1 ,8 6 0 )

Net cash used in financing activities.

(1 6 ,4 6 8 )

(3 ,1 8 3 )

(5 ,7 4 4 )

EFFECT OF EXCHANGE RATE
CHANGES ON CASH ..........................

(80)

1 ,1 9 2

126

(2 ,2 8 3 )

3 ,4 6 4

(736)

NET CHANGE IN CASH AND CASH
EQUIVALENTS.....................................

402
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR..................
CASH AND CASH EQUIVALENTS AT
END OF YEAR..............................
SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:
Cash paid during the year for:
Interest ........................................
Income taxes...............................
SUPPLEMENTAL SCHEDULE OF
NONCASH INVESTING AND
FINANCING ACTIVITIES:
Fair value of assets acquired............
Cash paid.........................................
Liabilities assumed...........................

Section 5: Statem ent of Cash Flows

6,401

2,937

3,673

$ 4,118

$6,401

$ 2,937

$ 2,739
$ 1,425

$3,396
$4,053

$ 3,961
$ 2,704

$

$2,914
(2,759)
$ 155

$

—
—

$

—

$

—
—
-

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies:

Cash and cash equivalents
In November 1987 the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
No. 95, “ Statement of Cash Flows,” which requires a state
ment of cash flows as part of a complete set of financial
statements in place of a statement of changes in financial
position. The Company has included a statement of cash
flows as part of the financial statements for all years pre
sented. For purposes of the statement of cash flows, the
Company considers all highly liquid investments purchased
with a maturity of three months or less to be cash equivalents.

Purchase Method Business Combinations

(3,697)

(2,332)

228
(437)
(36)
39
(56)
(3,959)

129
(41)
119
27
(2,098)

(179)
131
33
(2,174)

171
(680)
(902)
240
(179)
(24)
(1,374)

3
(267)
(847)
603
(443)
(22)
(973)

1,152
(979)
(849)
161
(363)
(295)
(1,173)

(1,021)

1,085

(548)

1,548

463

1,011

$ 527

$1,548

$ 463

—

(2,256)
97
—

NOTES TO FINANCIAL STATEMENTS
3. Cash Flow Information

In accordance with FASB Statement No. 95, the Consoli
dated Statement of Cash Flows provides information about
changes in cash and cash equivalents, including cash in ex
cess of daily requirements that is invested in marketable
securities, substantially all of which have a maturity of three
months or less when acquired. The effect of foreign currency
exchange rate fluctuations on total cash and marketable
securities balances was not significant.
Net cash provided by operating activities reflects cash pay
ments for interest and income taxes as follows:

AMOCO CORPORATION (DEC)
Consolidated Statement of Cash Flows

millions of dollars
CASH FLOWS FROM OPERATING
ACTIVITIES:
Net income........................................
Adjustments to reconcile net income
to net cash provided by operating
activities:
Depreciation, depletion, amortiza
tion, and retirements and aban
donments ..................................
Decrease (increase) in receivables .
Decrease (increase) in inventories .
increase (decrease) in payables
and accrued liabilities................
Deferred taxes and other items.....
Net cash provided by operating activi
ties ................................................

CASH FLOWS FROM INVESTING
ACTIVITIES:
Capital expenditures..........................
Proceeds from dispositions of prop
erty................................................
Cash portion of the Dome acquisition
New investments and advances.........
Proceeds from sales of investments ..
Other.................................................
Net cash used in investing activities ..
CASH FLOWS FROM FINANCING
ACTIVITIES:
New long-term obligations.................
Repayment of long-term obligations ..
Cash dividends paid..........................
Issuances of common stock..............
Acquisitions of common stock..........
Decrease in short-term obligations....
Net cash used in financing activities..
INCREASE (DECREASE) IN CASH
AND MARKETABLE SECURITIES...
CASH AND MARKETABLE SECURI
TIES— BEGINNING OF YEAR.........
CASH AND MARKETABLE SECURI
TIES-END OF YEAR.....................

1988

1987

1986

$2,063

$1,360

$ 747

2,318
(50)
(61)

2,295
(167)
(33)

2,418
704
74

(67)
109

337
364

(1,375)
231

4,312

4,156

2,799

millions of dollars
Interest paid............................... .................
Income taxes paid....................... .................

1988
$ 469
$1,283

1987
$425
$861

1986
$443
$877

Excluded from the Consolidated Statement of Cash Flows
for 1988 were the following effects of non-cash investing and
financing activities relating to the acquisition of Dome:

millions of dollars
Non-cash assets and liabilities acquired:
Properties.............................................................................
Working capital and other items...........................................
Long-term debt obligations and other liabilities, including
current portion.................................................................
Cash portion of the Dome acquisition (net of Dome cash bal
ances of $170 million at the acquisition date) included in
investing activities.................................................................

$3,815
208
4,023
3,586

$ 437
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Investing Activities

LEE ENTERPRISES, INCORPORATED (SEP)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS

C o n s o lid a te d S ta te m en ts o f C ash Flow s

(In Thousands)
1988
1987
CASH PROVIDED BY OPERATIONS
Net income....................................... $ 40,921
$ 44,573
Adjustments to reconcile net in
come to net cash provided by
operations:
Depreciation and amortization...
12,641
11,625
Undistributed earnings of
associated companies...........
(210)
(8,183)
Gain on sale of properties..........
—
(16,435)
Change in assets and liabilities,
net of effects from business
acquisitions;
(Increase) decrease in receiv
ables...................................
(720)
(4,251)
(Increase) decrease in inven
tories, film rights and
other........................................
(2,323) (3,983)
Increase (decrease) in
accounts payable, accrued
expenses and unearned in
come........................................
(1,173) 6,338
(Decrease) in income taxes
payable...............................
(113)
(2,662)
Other, primarily deferred
items.........................................
2,281
2,945
Net cash provided by operations... $ 51,304 $ 29,967
CASH REQUIRED FOR INVESTING
ACTIVITIES
Acquisitions...................................... $ 5,100 $ 89,000
Proceeds from sale of properties...
—
(28,163)
Purchase of property and equip
ment.............................................
12,189
3,840
Purchase of temporary invest
ments...........................................
24,543
—
Proceeds from maturities of tem
porary investments.....................
(9,622)
—
Net cash required for investing
activities....................................... $ 32,210 $ 64,677
CASH PROVIDED BY (REQUIRED
FOR) FINANCING ACTIVITIES
Purchase of treasury stock............. $(18,719) $(12,423)
Cash dividends paid........................
(15,786)
(14,916)
Proceeds from long-term borrow
ings..............................................
10,069
69,513
Principal payments on long-term
borrowings..................................
(14,028)
(6,017)
Other, primarily stock options ex
ercised .........................................
8,980
8,989
Net cash provided by (required
for) financing activities.............. $(29,484) $ 45,146
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS $(10,390) $ 10,436
CASH AND CASH EQUIVALENTS:
Beginning....................................
Ending..........................................

$25,158
$ 14,768

$ 14,722
$25,158

Note 1 (In Part): Significant Accounting Policies

1986
$ 32,597

Cash and cash equivalents:
For purposes of reporting cash flow s, the Com pany consid
ers ail highly liquid debt instrum ents purchased with a m aturity
of three m onths or less to be cash equivalents.
Note 10 (In Part): O ther information

9,673

Cash flow inform ation:

Year Ended September 30,

(3,259)
—

1986

1987

1988

(In Thousands)
Cash payments were as follows:
Interest...............................................

1,006

944

1,308
(822)
588
$ 42,035

S

—
—
5,563
—
—

S 5,563

$(21,627)
(14,181)
3,567
(4,811)
4,215
$(32,837)
$ 3,635
$11,087
$14,722

Income taxes....................................

$ 9,390
$19,973

S 9,064
$33,751

$ 4,002
$29,629

Supplemental information concern
ing business acquisitions fol
lows;
Cash purchase price........................

S 5,100

$89,000

$

—

$

$

—
—
—
—
—
—

$

-

Purchase price was allocated to;
Noncash working capital (defi
cit) acquired...........................
Property and equipment...........
Intangibles....................................
Capital stock of KFAB................
Film rights and o th e r................
Long-term debt assum ed........

$

(77)
2,506
2,171
—

767
(267)
$ 5,100

—
12,000

65,000
11,000
6,000

(5,000)
$89,000
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Sale Of Assets
HONEYWELL INC. (DEC)
S tatem ent o f Cash Flows
(Dollars in Millions)

1988

1987

1986

FROM OPERATING ACTIVITIES
Net income (lo s s ).....................................

INCREASE (DECREASE) IN CASH
$ (4 3 4 .9 )

$ 2 5 3 .7

$ (3 9 8 .1 )

Adjustments to reconcile net income
(loss) to net cash flows from oper

BEGINNING OF Y E A R .......................

ating activities:
4 1 1 .0
2 6 4 .8

Amortization of intangibles...............

4 8 .8

5 8 .6

4 .6

Deferred income ta x e s .......................

(1 8 8 .3 )

1 4.9

(6 8 .7 )
7 3.8

Revaluation of noncurrent assets...
1 5 0 .8

Equity income, net of dividends re
ceived .................................................

(7 .1 )

(4 .9 )

(9 .6 )

(Gain) loss on sale of property,
plant and e q u ip m en t.....................

(3 7 .8 )

(1 2 .2 )

Increase in receivables.......................

(6 3 .1 )

(1 2 6 .2 )

(2 8 .0 )

(Increase) decrease in inventories..

(8 1 .4 )

(1 1 1 .2 )

2 2 .7

(2 8 .7 )

3 7 .3

3 3 .5

3 5 .8

4 .5

Increase (decrease) in accounts
payable...............................................

3 5 .0

Increase (decrease) in accrued in
come taxes and in tere s t...............

2 5 7 .6

(2 3 1 .1 )

3 6 6 .5

1 0 8 .9

3 4 0 .0

$ 1 4 3 .7

$ 3 6 6 .5

$ 1 0 8 .9

227.1

283.1

Discontinuance of product lin e s .. ..

(2 2 2 .8 )

CASH AND CASH EQUIVALENTS AT

Discontinued op era tio n s ....................
D epreciation..........................................

AND CASH EQUIVALENTS...............
CASH AND CASH EQUIVALENTS AT

2 7 7 .9

Other changes in working capital,
excluding short-term d e b t...........

2 1 8 .6

9.1

171 .2

Other noncurrent items— net...........

3 3 .2

6 3 .8

5 5.7

2 3 4 .8

4 1 5 .2

5 39 .3

7 6 .9

5 2 7 .0

NOTES TO FINANCIAL STATEMENTS
6 (In Part): Discontinued Product Lines
In 1988 Honeywell sold Training and Control Systems Divi
sion, a provider of e lectronic simulation-based military training
systems, for $114.0. The sale price is subject to contingent
contractual adjustments. Also sold in 1988 were a protection
services subsidiary in the U.K. for $51.9, and the water man
agement systems business of a U.S. subsidiary for $13.5.

7 (In Part): Income Taxes
The U.S. current tax expense shown above is after reduc
tions of $31.6 in 1988 reflecting the use of a tax capital loss
carryforward, and of $4.6 in 1986 due to the use of U.S. tax
credits.
Taxes paid were $185.5 in 1988, $92.5 in 1987 and $49.2 in
1986.

Net cash flows from operating activi
ties ............................................................
FROM INVESTING ACTIVITIES
Net investment in Sperry Aerospace
G ro u p .......................................................
Proceeds from sale of interest in H IS.

(1 ,0 2 9 .0 )

Capital exp enditu res.................................

1 7 9 .4
(3 2 7 .7 )

(3 1 4 .1 )

(3 2 7 .3 )

Proceeds from sale of property, plant
and e q u ip m e n t.....................................

9 3 .4

5 2 .7

Discontinued operations..........................
Other— n e t ..................................................

5 7 .0
(5 2 .1 )

6 .5

(3 9 .8 )

105 .4

Net cash flows from investing activi
ties ............................................................

2 8 .5

2 2 5 .8

(3 4 5 .3 )

(2 2 7 .5 )

6 2 .3

2 1 6 .5

(1 ,2 4 6 .0 )

FROM FINANCING ACTIVITIES
Net increase (decrease) in short-term
d e b t..........................................................

7 1 4 .6

Proceeds from issuance of long-term
d e b t..........................................................

202.1

Repayment of long-term d e b t...............

(1 2 4 .2 )

(4 7 .1 )

(2 4 8 .9 )

Purchase of treasury s to c k ....................

(3 1 .5 )

(3 2 3 .1 )

(1 7 0 .4 )

Proceeds from employee stock p lan s .

5 2 .7

6 0 .6

6 0 .5

Dividends p a id ............................................

(8 9 .1 )

(8 9 .3 )

(9 0 .1 )

(4 7 5 .1 )

(4 0 9 .9 )

Net cash flows from financing activi
ties ............................................................

4 6 7 .8

EFFECT OF EXCHANGE RATE
CHANGES ON CASH ............................

(1 1 .0 )

2 6 .5

15 (In Part): Debt
Interest Paid—

Proceeds from sale of discontinued
product lines..........................................

Deferred income taxes are provided for the temporary dif
ferences between the financial reporting basis and the tax
basis of Honeywell’s assets and liabilities.

7 .8

Interest paid amounted to $144.2, $123.9 and $99.8 in
1 9 8 8 ,1 9 8 7 and 1986, respectively.
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Interest Rate Swap
THE DUN & BRADSTREET CORPORATION (DEC)
Consolidated State m ent o f Cash Flows
($000)

1988

1987

1986

CASH FLOWS FROM OPERAT

CASH FLOWS FROM FINANC

ING ACTIVITIES:
Net In co m e....................................

ING ACTIVITIES:
$

4 9 8 ,9 6 0

$451,511

$ 37 8 ,5 5 2

Reconciliation of Net Income

2 1 9 ,2 2 6

1 7 8 ,9 9 8

161 ,59 4

3 3 ,8 6 5

2 3 ,5 0 2

19,1 80

Amortization of Goodwill

(7 5 1 ,5 4 8 )

_

(2 0 0 ,3 4 5 )

Restructuring Costs— Cur
4 4 7 ,7 3 7

(7 1 ,1 3 1 )

133 ,50 5

2 3 8 ,4 1 0

2 6 ,1 0 0

7 3 ,1 0 6

(1 1 ,4 3 0 )

(1 3 5 ,2 0 6 )

(1 5 4 ,3 5 1 )

16,191

10,811

4 5 ,9 2 0

6 ,0 6 8

4 2 ,4 5 2

Activities....................................

(2 3 4 ,9 9 4 )

(2 3 6 ,2 8 2 )

(1 7 9 ,5 9 8 )

EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND
CASH EQUIVALENTS...........

2 ,1 9 8

2 8 ,1 1 5

15,5 02

CASH EQUIVALENTS............

7 4 7 ,4 8 9

1 4,2 67

3 6,5 60

2 7 8 ,8 0 0

2 6 4 ,5 3 3

2 2 7 ,9 7 3

$ 1 ,0 2 6 ,2 8 9

$ 2 7 8 ,8 0 0

$ 26 4 ,5 3 3

LENTS BEGINNING OF

CASH AND CASH EQUIVA

Other Working Capital
Ite m s ....................................

3 0 ,9 5 0

YEAR..........................................

Net Decrease (Increase) in

Deferred Income T a x e s .......

Stock O p tio n s ........................
O th e r...............................................

CASH AND CASH EQUIVA

Net Increase in Accounts
and Notes R eceivable....

(3 9 ,7 0 2 )

INCREASE IN CASH AND

Restructuring Costs— NonCurrent ................................

(3 1 ,7 9 0 )

Net Cash Used in Financing

Restructuring Gain from

rent .......................................

(2 3 ,7 3 5 )

Net Proceeds from Exercise of

Depreciation and Amortiza

Sale of Businesses..........

(1 9 3 ,1 5 9 )

Treasury S hares.....................

Operating Activities:

and Other Intangible s . . . .

(2 2 6 ,7 5 1 )

Payments for Purchase of

to Net Cash Provided by

tion .......................................

(2 8 8 ,1 2 9 )

Payment of D ividend s...............

2 1 3 ,7 5 0

1 8 9 ,9 1 6

(1 4 1 ,5 8 3 )

(1 3 0 ,5 3 8 )

53,771

(2 9 ,2 4 0 )

3 2 ,1 3 2

1 3,8 24

LENTS END OF Y E A R ..........

Increase in Unearned Sub
scription Incom e...............
(Gain) Loss from Discon
tinued Operations.............
O ther..........................................

1 3 ,0 6 3

_
(9 ,4 1 5 )

(1 2 ,4 5 8 )
(1 ,8 0 0 )

626
(1 5 ,4 5 1 )

Net Cash Provided by Operat
ing A ctivities............................

7 3 8 ,2 4 6

4 0 3 ,8 3 6

5 94 ,75 0

CASH FLOWS FROM INVEST
ING ACTIVITIES:
Proceeds from (Payments for)
Marketable Securities— Net.

2 5 9 ,1 9 8

1 17 ,30 8

(6 6 ,3 6 7 )

Proceeds from Sale of
Businesses...............................
Capital Expenditures..................

6 1 0 ,0 0 0

4 2 ,3 9 0

189 ,07 0

(3 1 9 ,3 9 9 )

(2 6 2 ,4 5 6 )

(1 9 5 ,3 2 0 )

Payments for Acquisitions of

quired of $ 4 1 ,6 9 8 ,0 0 0 in
(2 7 0 ,7 5 2 )

(3 2 ,3 6 3 )

(1 3 6 ,0 9 3 )

(3 2 ,8 9 9 )

(4 ,6 8 8 )

(2 8 ,8 5 3 )

(1 3 ,4 5 4 )

(8 ,7 0 0 )

13,0 00

Increase in Notes Receivable
and Other Investm ents........
(Repayment) Utilization of Ac
quired Tax B enefits...............
Proceeds from Interest-Rate
S w a p ..........................................
O th e r...............................................

1 3 2 ,0 0 0

_

_

(1 2 2 ,6 5 5 )

(3 2 ,8 9 3 )

(1 6 9 ,5 3 1 )

2 4 2 ,0 3 9

(1 8 1 ,4 0 2 )

(3 9 4 ,0 9 4 )

Net Cash Provided from (Used
in) Investing Activities..........

Note 1 (In Part): Summary of Significant Accounting Poli
cies
Financial Statem ent Presentation and Reclassifications, in
1988, the Company adopted Statement of Financial Account
ing Standards No. 95 “Statem ent of Cash Flows.” Prior years’
financial statements have been restated. Marketable securi
ties which mature within 90 days of purchase date are consid
ered cash equivalents. In addition, certain prior year amounts
have been reclassified to conform with the 1988 presentation.

Note 8 (In Part): Commitments

Businesses (excluding cash
and cash equivalents ac
1988) ........................................

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

In December 1988, the Company entered into a two-year
interest-rate swap transaction in which a cash payment of
$132 million was received in 1988 in exchange for semi
annual LIBOR-reiated floating rate payments to be made in
1989. This obligation is collateralized by $167 million in cash
and cash equivalents. Similar receipts and payments will be
made in 1989 and 1990, respectively. In addition, the Com
pany has entered into a second interest-rate swap transaction
for similar amounts, exercised in January 1989. In this trans
action expiring in 1990, the Company has committed to re
ceive semi-annual LIBOR-related floating rate payments in ex
change for semi-annual fixed interest-rate payments.
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Hedging Transactions

CASH FLOWS FROM FINANC
ING ACTIVITIES:
Net (payments) borrowings
under line-of-credit agree

WEST POINT-PEPPERELL, INC (SEP)

m en ts .......................................

Statem ent o f Cash Flows

(8 7 ,9 8 1 )

Issuance of long-term d e b t....

7 2 0 ,2 6 6

Payments of long-term d e b t...

(1 2 9 ,1 7 4 )

common s to c k .......................
1988

1987

1986

CASH FLOWS FROM OPERAT

—

8 4 ,3 6 0

$ 7 1 ,5 8 6

$ 5 4 ,4 6 5

7 6 ,3 0 9

6 4 ,1 1 2

6 0 ,6 1 7

_

(6 ,3 6 9 )

(2 9 ,7 7 1 )

(5 0 ,7 7 6 )

—

—

4 1 6 ,5 7 5

2 60

314,051

5 ,3 9 4

26,371

NET INCREASE (DECREASE)
(2 1 ,4 8 3 )

NING OF Y E A R .......................

4 2 ,9 7 8

3 7 ,5 8 4

11,2 13

2 1 ,4 9 5

$ 4 2 ,9 7 8

$ 3 7 ,5 8 4

SECURITIES AT END OF
YEAR..........................................

(2 8 ,9 1 9 )

_

$

_
NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

Cumulative effect on prior
years of change in
accounting for income

Note B: Cash Flow Information

7 ,8 6 5

Change in assets and liabil
ities excluding the effect
of acquisitions and dis
positions:
Decrease (increase) in
29,361

(2 3 ,5 0 4 )

(6 4 ,7 9 6 )

(2 2 ,7 7 2 )

(2 4 ,9 0 9 )

1 0 ,5 78

(3 9 ,6 5 6 )

1 9 ,0 83

(2 1 ,0 2 6 )

(2 1 ,8 7 4 )

17,8 49

(Increase) decrease in
(Decrease) increase in
accounts payable &
accruals..........................

1 88 ,31 9

CASH AND MARKETABLE

Gain from sale of foreign

inventories.....................

7 3 ,7 8 7
(3 6 ,9 0 3 )

SECURITIES AT BEGIN

Gain from sale of discon

accounts receivable...

(3 6 ,7 9 7 )

CASH AND MARKETABLE

Depreciation and amortiza

taxes.....................................

Purchase of Treasury S hares..

ABLE S E C U R IT IE S................

ties:

a ffilia te ................................

(1 7 ,8 3 2 )

IN CASH AND MARKET

income to net cash pro
vided by operating activi

tinued operations.............

(3 5 ,7 6 0 )

ing a ctivities............................
$

Adjustments to reconcile net

tion .......................................

6 7 ,3 0 0
1 25 ,00 0

Net cash provided by financ

ING ACTIVITIES:
Net in co m e....................................

—

Proceeds from issuance of
Dividends p a id .............................

(000 omitted)

(1 8 ,7 9 2 )

Increase (decrease) in

In 1988, the Company adopted the provisions of FASB
Statement No. 95 for the reporting of cash flows. Information
reported in previous years in the consolidated statement of
changes in financial position has been restated to conform to
the presentation in the consolidated statement of cash flows.
For purposes of the statement of cash flows, the Company
considers all highly liquid debt instruments, including cash in
excess of daily requirements that is invested in marketable
securities, substantially all of which have a maturity of three
months or less when acquired, to be cash equivalents. The
effect of foreign currency exchange rate fluctuations on total
cash and marketable securities balances was not significant.

Federal income tax
payable............................

6 ,0 6 2

1988

taxes p a y a b le ...............

6 ,7 3 4

9 ,1 5 7

2 ,1 2 6

1 ,7 5 5

2 ,6 6 8

3 ,1 7 4

(7 ,7 9 9 )

(5 ,5 2 5 )

5 ,5 6 2

22,571

1 9 ,2 0 8

Increase in deferred
com pensation...............
Other— n e t..........................
Total Adjustments..................

14,0 84

106,931

9 0 ,7 9 4

6 8,5 49

CASH FLOWS FROM INVEST

5 9 5 ,8 5 4

Proceeds from sale of Foreign
2 7 ,1 3 5

8 1 ,1 2 0

Proceeds from sale of assets .

143,911
(1 4 9 ,3 2 1 )

(1 0 2 ,7 6 2 )

(6 4 ,3 7 4 )

(1 ,1 6 1 ,9 6 6 )

(1 1 ,0 0 0 )

(3 7 2 ,0 0 3 )

Purchases of businesses, net

5 3 ,4 3 4

$ 3 8 ,4 0 7

$ 3 1 ,2 5 7

Income ta x e s ............................

$

9 4 ,6 1 7

$ 5 6 ,4 6 6

$ 2 3 ,8 8 3

(including c a s h ).......................

$ 1 ,4 9 8 ,7 6 4

$ 3 3 ,9 3 7

$ 5 3 5 ,1 4 4

Consideration p a id .......................

1 ,1 7 4 ,3 6 8

1 1 ,0 0 0

3 9 4 ,9 6 8

Supplemental schedule of liabili
ties assumed in connection

shareholders.............................
Liabilities assumed..................

$

7 ,3 1 6

—

—

3 1 7 ,0 8 0

$ 2 2 ,9 3 7

$ 14 0 ,1 7 6

Other non-cash transactions included:

Cash (paid) received for fu-

—Notes receivable for $ 2 1 ,1 7 8 ,0 0 0 , $ 1 6 ,2 3 9 ,0 0 0 and $ 2 2 ,0 9 5 ,0 0 0
were outstanding at September 24, 1988, September 26, 1987, and

(3 ,4 6 7 )

967

(972)

September 27, 1986, respectively relating to the sale of assets.
— A receivable for $ 3 2 ,9 3 7 ,0 0 0 exists at September 24, 1988 from the

Net cash used in investing
activities....................................

$

Payable to Stevens’ form er

3 0 ,0 0 0

Capital exp enditu res..................

tures/hedging transactions .

In te re s t.......................................

Fair value of assets acquired

assets relating to acquisi

of cash a cq u ire d ....................

Cash paid during the year:

businesses:

Net Proceeds from sale of

A ffilia te .....................................

Supplemental disclosures of cash

with the acquisition of

ING ACTIVITIES:

tion of J .P . S teven s.............

1986

flow information:

Net cash provided by operat
ing a ctivities............................

1987
(0 00 omitted)

Increase in deferred

(5 4 4 ,9 8 9 )

(8 5 ,6 6 0 )

(3 5 6 ,2 2 9 )

sale of assets relating to the acquisition of J .P . Stevens & C o., Inc.
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Financing Activities

CASH FLOWS FROM FINANCING
ACTIVITIES
Paragraphs 18-20 of SFAS No. 95 define those transac
tions and events which constitute financing cash receipts and
payments. With the exception of certain transactions de
scribed in paragraphs 12-13, cash receipts and payments
should be reported separately and not netted. Examples of
reporting cash flows from financing activities follow.

Capital Stock Proceeds/Payments
NCR CORPORATION (DEC)
Consolidated Statement of Cash Flows
(In thousands)

1987

1988

1986

CASH FLOWS FROM
OPERATING ACTIVITIES
Net in c o m e ............................

$

4 3 9 ,2 6 6

$

4 1 9 ,3 3 0

$

3 3 6 ,5 2 4

Adjustments to reconcile
net income to net cash
provided by operating
activities
D epreciation.....................

2 9 7 ,0 5 3

2 9 4 ,2 4 3

2 7 7 ,2 9 4

(Gain) loss on disposi
tion of fixed a s s e ts ..

(5 ,8 5 8 )

(3 ,0 5 3 )

(1 ,7 3 1 )

Changes in operating
assets and liabilities
Receivables, n e t........

(6 ,7 8 8 )

In ventories..................

1 8 ,9 5 0

(9 1 ,0 3 1 )

2 4 ,0 7 9

Other current assets.

(3 7 ,3 4 8 )

(4 4 ,8 0 8 )

(2 7 ,9 1 9 )

(2 4 ,5 8 3 )

(5 8 ,9 4 6 )

2 7 ,7 0 8

2 7 ,2 3 8

4 8 ,7 2 7

3 4 ,9 7 7

current liab ilities..

2 3 ,7 5 4

2 4 2 ,2 9 4

O th er.............................

1 1 4 ,0 1 2

1 1 6 ,4 1 7

(1 2 2 ,3 7 0 )

(1 2 8 ,5 6 2 )

Other noncurrent
assets.......................
Customers’ deposits
and deferred ser
vice revenue..........
Payables and other
(3 ,4 1 9 )
1 3 7 ,6 5 6

Net Cash Provided by
Operating Activities........

8 4 5 ,6 9 6

8 0 0 ,8 0 3

6 7 6 ,6 0 7

1 ,1 2 1,68 1

1 ,1 2 1 ,2 5 0

1 ,1 4 7 ,8 8 8

(1 ,1 8 6 ,9 2 5 )

(1 ,1 0 8 ,2 5 8 )

(1 ,0 1 7 ,5 0 9 )

(1 7 7 ,2 4 7 )

(1 6 7 ,3 3 2 )

(1 6 2 ,3 5 3 )

CASH FLOWS FROM IN 
VESTING ACTIVITIES
Receipts from short-term
in vestm en ts.....................

CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from issuance of
short-term borrowings..
Repayments of short-term
borrowings.................
Proceeds from issuance of
long-term debt............
Repayment of long-term
debt............................
Proceeds from issuance of
treasury stock.............
Repurchase of treasury
stock.........................
Dividends paid................
Net Cash (Used for)
Financing Activities......
EFFECT OF EXCHANGE
RATE CHANGES ON
CASH.........................
INCREASE(DECREASE) IN
CASH AND CASH
EQUIVALENTS............
CASH AND CASH EQUIVA
LENTS AT BEGINNING
OF YEAR.....................
CASH AND CASH EQUIVA
LENTS AT END OF
YEAR.........................
SUPPLEMENTAL DISCLO
SURE OF CASH PAID
DURING THE YEAR
FOR:
Interest.......................
Income taxes...............

1,827,810

1,096,304

(1,961,445)

104,644

(750,304)

(108,592)

132,941

5,944

(20,125)

(27,460)

(138,071)

41,887

36,116

30,170

(321,681)
(100,127)

(696,100)
(90,366)

(240,132)
(88,545)

(400,740)

(425,866)

(432,937)

8,695

57,067

35,718

45,981

55,477

6,247

488,592

433,115

426,868

$ 534,573

$ 488,592

$

$

41,915
324,458

7,589

$ 433,115

27,165
$
303,685

34,645
322,282

Outlays for short-term in
vestm ents..........................
Expenditures for rental
equipment & service
parts....................................
Expenditures for property,
plant & e q u ip m e n t........

(2 4 3 ,1 0 7 )

(2 2 1 ,8 2 9 )

(1 9 8 ,4 0 1 )

Proceeds from disposition
of fixed a s s e ts ................

7 4 ,9 6 8

Other........................................

2 ,9 6 0

6 6 ,4 0 6

4 3 ,3 5 7

(6 6 ,7 6 4 )

(8 6 ,1 2 3 )

(3 7 6 ,5 2 7 )

(2 7 3 ,1 4 1 )

Net Cash (Used for) In
vesting Activities.............

(4 0 7 ,6 7 0 )

SUMMARY OF SIGNIFICANT ACCOUNTING POLI
CIES
Cash and Cash Equivalents
The company adopted Statem ent of Financial Accounting
Standards No. 95, “Statem ent of Cash Flows,” in 1988 which
requires a statement of cash flows rather than a statement of
changes in financial position. For comparative purposes, prior
years have been restated. All short-term, highly liquid invest
ments purchased with a maturity of three months or less are
considered to be cash equivalents.
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PRATT & LAMBERT, INC. (DEC)
Statements o f Consolidated Cash Flows
(Thousands of dollars)

1988

1987

1986

CASH FLOWS FROM OPERATING
ACTIVITIES:
Net in co m e ..................................................

$ 7 ,2 4 3

$ 8 ,6 2 2

$ 8 ,2 3 7

Adjustments to reconcile net income

1,781

(2 70 )

8 38

CASH, END OF P E R IO D ..........................

$ 2 ,0 2 0

$1,511

$1,781

talized ............................................

$ 2 ,3 5 9

$ 2 ,2 7 5

$2,551

Income ta x e s ....................................

6 ,8 5 7

7,371

6 ,4 3 6

Cash paid during the year for:

activities:
D ep reciation..........................................

3 ,4 4 9

Deferred income ta x e s .......................

2 04

3 ,3 8 9

2 ,9 6 3

(81)

327

3 36

162

Provision for losses on accounts
27
(4 87 )

36

Interest, net of the portion capi

SUPPLEMENTAL SCHEDULE OF
NON-CASH INVESTING AND

Loss (gain) on disposition of prop
e r t y ......................................................

5 09
1,511

SUPPLEMENTAL CASH FLOW DATA:

to net cash provided by operating

receivable..........................................

9 43

NET INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF P E R IO D ............

(1 .8 0 3 )

FINANCING ACTIVITIES:
Leases capitalized.................................

Changes in operating assets and

$

Liabilities related to acquisitions....

liabilities, net of the effects of ac

919

$

7 63
—

—

$

8 76
4 ,5 6 2

quisitions:

N O TE S TO C O N S O L ID A T E D F IN A N C IA L STATE
MENTS

(Increase) decrease in current
assets:
Receivable s .......................................

(1 76 )

(2 ,4 6 8 )

Inventories.........................................

(5 ,6 8 4 )

( 1 ,8 46 )

(1 .0 4 7 )
2 60

(8 40 )

(204)

1,421

8 88

(955)

( 1 ,9 98 )

716

(238)

(141)

137

130

penses ..........................................

(2 ,0 5 6 )

451

1 ,0 9 0

(Increase) decrease in other assets

(2 ,0 7 8 )

(6 73 )

Prepaid Expenses............................

9 24

Increase (decrease) in current
liabilities:
Accounts payable............................
United States and Canadian in
come ta xe s ..................................
Accrued salaries, wages and
com m issions...............................

Statement of Cash Flows— In 1988 the company adopted
FASB No. 95, Statem ent of Cash Flows. Prior years have
been reclassified to conform to the 1988 presentation. The
statements of cash flows classify changes in cash and cash
equivalents according to operating, investing and financing
activities. The company does not consider any of its assets to
meet the definition of cash equivalent.

Public Offering Of Subsidiary Stock

Accrued other taxes and ex
4 57

Net cash provided fo r operating activ
ities ..........................................................

A (In Part): Accounting Policies:

6 48

8 ,6 6 7

9 ,3 7 9

SMITHKLINE BECKMAN CORPORATION (DEC)
Consolidated Statements o f Cash Flows

CASH FLOWS FROM INVESTING
ACTIVITIES:

Dollars in millions

Additions to property, plant and
equipm ent...............................................

(5 ,4 53 )

(5 ,4 4 5 )

(2 ,0 9 4 )

Proceeds from dispositions of prop
e rty ............................................................

1 ,1 7 4

(Increase) decrease in other a s s e ts ...

(4 02 )
(1 .8 4 7 )

Net cash used in investing activities ..

(6 ,5 2 8 )

6 17
(162)
—
(4 ,9 9 0 )

2 ,6 4 2
(157)
(5 , 177)
(4 ,786)

(2 ,6 31 )

Borrowings (payments) of short-term

(2 ,2 0 9 )

d e b t..........................................................

6 ,3 0 0

_

Borrowings of long-term d e b t...............

1 ,1 1 3

2 00

(1 ,5 6 2 )
(200)
—

(2 ,0 8 7 )

(2 ,2 2 1 )

2 ,7 4 2

136

3 80

Purchase of treasury stock from re
(1 37 )

(5)

(5 1)

(3 ,9 6 5 )

(3 ,6 5 4 )

Net cash provided (used) in financing
6 ,3 6 2

2 2 0 .3

1 9 9 .8

1 5 7 .9

Restructuring and other nonrecur

Gain on subsidiary sale of stock ...

3 6 1 .3
(8 9 .5 )

—
(1 7 .9 )

(4 6 .1 )

—

(.6 )

(3 .1 )

2 4 .8
(6 .3 )
—

e q u ip m e n t.........................................

(.9 )

Changes in assets and liabilities, net
Trade receivables.................................

(1 0 6 .4 )

Inventories..............................................

(2 7 .5 )

(4 2 .0 )
4 .5

(3 6 .7 )
(2 .8 )

Accounts p a y a b le .......................................

1 7 .7

1 .6

2 8 .9

Accrued income ta xe s ...............................

(2 8 .7 )

7 2 .6

3 4 .6

Accrued compensation and bene
fits ..............................................................

4 8 .7

5 7 .9

27.1

O ther...............................................................

(3 9 .8 )

1 1 0 .9

33.1

9 5 4 .4

7 8 0 .8

Net cash provided by operating activi

EFFECT OF EXCHANGE RATE
CHANGES ON C ASH ............................

$ 521.1

of businesses acquired:
(1 .0 2 5 )

Proceeds from exercise of stock op

activities..................................................

$57 0 .1

Gain on sale of property, plant and

Payments on long-term debt, includ

lated parties............................................

$ 2 2 9 .2

ings:
Depreciation and a m o rtizatio n ........

Deferred income ta x e s .............................

ACTIVITIES:

tions .........................................................

1986

Non-cash items included in net earn

ring charges...........................................

CASH FLOWS FROM FINANCING

ing capitalized leases..........................

198 7

ATING ACTIVITIES
Net e a r n i n g ...............................................

Acquisitions, net of cash........................

Dividends p a id ............................................

198 8

CASH FLOWS PROVIDED BY OPER

27

18

4

ties ..................................................................

5 3 8 .6
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CASH FLOWS FROM INVESTING
ACTIVITIES
Additions to property, plant and
equipment.....................................
(298.7)
(223.6)
Proceeds from disposal of property,
plant and equipment............................
25.1
63.7
Acquisition of businesses......................
(549.5) (175.2)
Purchase of short-term investments..
(67.7)
(832.9)
Sales and maturities of short-term in
vestments ..........................................
282.4
660.5
Other investments...................................
(55.2) (17.7)
Net cash used in investing activities..

(228.6) (205.7)

(231.3)

Net cash used by financing activities .

(22.3)

EFFECT OF EXCHANGE RATES ON
CASH AND EQUIVALENTS.............

(2.0)

32.8

49.9

(781.4)
12.4

(149.3) (339.8)
470.1
$320.8

72.7
(194.7)
156.6
(69.5)
10.6

(67.5)
(323.1)
5.2
382.5

809.9

427.4

$470.1

$809.9

SUPPLEMENTAL CASH FLOW IN
FORMATION
Acquisition of businesses;
Working capital other than cash....
$ 8.2
$ 3 3 .8
Property, plant and equipment.....
61.2
15.9
Goodwill and intangibles....................
591.3
126.3
Other, including long-term obliga
(111.2)
(.8)
tions assumed..........................
Cash paid during the year for;
Interest (net of amount capitalized)
Income taxes................................

34.4
(176.6)
(607.4)

(525.2)

(663.6)

78.0
—
(49.8) (1,446.7)
137.6 336.8
(108.1) (117.2)
363.8
1,030.8
(248.0) (429.3)

CASH AND EQUIVALENTS AT END OF
YEAR.............................................

(236.7)

903.4
2.5
(80.4)

CASH FLOWS FROM FINANCING
ACTIVITIES
Dividends to shareholders.....................
Proceeds from stock option and
stock purchase plans..........................
Proceeds from subsidiary sale of
stock.............................................
Purchase of treasury stock................
Notes payable borrowings.....................
Notes payable reductions......................
Long-term debt borrowings..............
Long-term debt reductions...................

INCREASE (DECREASE) IN CASH
AND EQUIVALENTS...........................
CASH AND EQUIVALENTS AT BEGIN
NING OF YEAR..................................

Debt Proceeds/Repayments

$ 10.0

28.7
137.9

$549.5

$175.2

$176.6

$125.3
$197.4

$ 84.6
$178.1

$ 31.2
$173.0

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Cash and Equivalents and Short-term Investm ents
T h e Com pany considers all highly liquid investm ents with
an original m aturity of three m onths or less to be Cash and
equivalents. All liquid investm ents with an original m aturity in
excess of three m onths, principally bank tim e deposits, are
considered Short-term investm ents. Cash and equivalents
and Short-term investm ents are stated at cost, which approxi
m ates m arket value.

DEAN FOODS COMPANY (MAY)
Consolidated Statements of Cash Flows

(In thousands)
1988
1987
CASH FLOWS FROM OPERA
TIONS;
Net income....................................
$42,755
$41,067
Adjustments to reconcile net in
come to net cash provided by
operations;
Depreciation and amortization...
35,709
26,995
Deferred income taxes..............
5,064
3,364
Appreciation rights and com
pensation credits..................
(2,875)
955
(Increase) decrease in working
capital items, net of effects
of acquisitions;
Accounts and notes receiv
able ......................................
(7,095) 6,807
Inventories and other current
assets...................................
(15,426) 18,465
Accounts payable and
accrued expenses.............
14,879
(3,914)
Federal and state income
taxes.....................................
(1,352) 2,487
Other....................................
307
787
Net cash provided from operations
71,966
97,013
CASH FLOWS FROM INVESTING
ACTIVITIES;
Capital expenditures, net of dis
posals...........................................
Acquisitions of businesses, net of
cash acquired...............................
Net cash used in investing activi
ties................................................
CASH FLOWS FROM FINANCING
ACTIVITIES;
New long-term obligations............
Unexpended industrial revenue
bond proceeds...............................
Repayment of long-term obliga
tions..............................................
Cash dividends paid..........................
Net cash used in financing activi
ties................................................

1986

$40,723

23,284
2,858
3,904

(7,852)
(15,506)
2,131
(4,296)
1,388
46,634

(36,910) (39,600)

(35,655)

(10,337) (11,475)

(16,751)

(47,247) (51,075)

(52,406)

6,141
(4,670)

3,204

6,963

2,311

(2,743)

(8,991) (9,065)
(14,459) (12,283)

(8,034)
(10,037)

(21,979) (15,833)

(13,851)

INCREASE (DECREASE) IN CASH
AND TEMPORARY CASH IN
VESTMENTS..............................
2,740
30,105
CASH AND TEMPORARY CASH IN
VESTMENT&-BEGINNING OF
YEAR.............................................
51,055 20,950
CASH AND TEMPORARY CASH IN
VESTMENTS—END OF YEAR.... $53,795 $51,055

(19,623)
40,573
$20,950
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NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS
(Dollar amounts in thousands unless otherwise noted)
Summary of Accounting Policies (In Part)
Cash and Cash Equivalents— T h e Com pany considers
temporary cash investments, all purchased with a maturity of
three months or less, to be cash equivalents.
Cash Flow Data
In 1988, the Com pany adopted FASB Statem ent No. 95,
“Statement of Cash Flows,” restating prior years’ data to
conform to the 1988 presentation in the Consolidated State
ments of Cash Flows. Interest and taxes paid included in the
Company's cash flow from operations w ere as follows:

Interest paid.......................................
Taxes paid..........................................

1988
$6,169
34,403

1987
$ 5,959
35,770

1986
$6,968
39,005

Liabilities assumed in conjunction with the purchase of
stock of businesses acquired during 1988 were:
Fair value of assets acquired......................................................
Cash paid..............................................
Liabilities assumed.................................................................

$19,220
11,726
$7,494

GENERAL SIGNAL CORPORATION (DEC)
Statement o f Cash Flows

($ in thousands)
CASH FLOWS FROM OPERAT
ING ACTIVITIES:
Net income...............................
Adjustments to reconcile net in
come to net cash provided
by operating activities:
Write-off of intangible assets,
net of gain on sale of net
assets...............................
Depredation and amortization
Undistributed earnings of
affiliates...........................
Deferred taxes......................
Changes in assets and liabili
ties, net of effects from
acquisitions;
Accounts receivable.........
Contracts in progress.......
Inventories........................
Prepaid expenses.............
Accounts payable.............
Accrued expenses;
Restructuring................
Other ...........................
Income taxes....................
Net cash provided by operating
activities...............................

1988

1987

1986

$ 25,198

$ 69,378

$ 74,622

CASH FLOWS FROM INVEST
ING ACTIVITIES:
Proceeds from sale of com
panies ...................................
Capital expenditures..................
Payments for acquisitions, net
of cash acquired (note 12)...
Investments in non-consolidated
subsidiaries..........................
Short-term investments.............
Other, net..................................
Net cash used in investing ac
tivities...................................
CASH FLOWS FROM FINANC
ING ACTIVITIES:
Net borrowings under line of
credit agreement..................
Proceeds from issuance of
long-term debt......................
Repurchase of treasury stock....
Dividends paid..........................
Redemption of long-term debt..
Proceeds from issuance of
common stock......................
Other, net..................................
Net cash used in financing ac
tivities ...................................
EFFECT OF EXCHANGE RATE
CHANGES ON CASH.............
NET CHANGES IN CASH AND
CASH EQUIVALENTS............
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

82,700
(38,810)

27,6
3
0
(34,025)

33,408
(45,653)

(38,263)

(2.777)

(51,958)

6,474
(13,102)
(11,102)

(10,214)
(2,090)
4,141

(1.499)
16,055
10,664

(12,103)

(17,362)

(38,983)

4,369

(535)

(441)

(57,864)
(51,772)
(14,548)

12,122
(5,076)
(51,740)
(13,336)

7,200
1,447

7,739
(1,358)

3,137
(62)

(170,484)

(118,338)

(55,396)

(313)

2,938

449

(1.577)

(30,487)

61,977

82,929

113,416

51,439

$ 81,352

$ 82,929

$113,416

357,720
(490,661)
(50,559)

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies and
Related Matters

22,915
61,791

63,246

60,623

1,097
(2,546)

(1,876)
(2,332)

716
7,137

Statement of cash flows
For purposes of this statement, the company considers its
holdings of highly liquid debt and money-market preferred
instruments to be cash equivalents if the securities either
mature within 9 0 days from the date of acquisition or contain
an investor put option, which can be exercised at par within 90
days.
12 (In Part): Supplementary Information

(7,988)
13,191
17,726
38,508
9,106

(35,270)
17,155
10,095
(7,464)
11,927

24,394
(5,155)
47,517
(4,279)
(20,156)

(8,719)
10,222
822

(8,375)
(749)
(13,460)

(13,070)
(26,768)
10,326

181,323

102,275

155,907

Statement of Cash Flows
Year Ended December 31,
Cash paid during the year for:
Interest....................................
Income taxes...........................
Liabilities assumed in conjunction
with acquisitions:
Fair value of assets acquired........
Cash paid....................................
Issuance of common stock.........

1988

($ in thousands)
1987

1986

$ 7,632
34,894

$ 8,021
31,618

$ 17,707
21,286

$177,195
(38,263)
(51,601)
$ 87,331

$ 4,378
(2,777)

$ 64,721
(53,758)

$ 1,601

$ 10,963
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THE TIMES MIRROR COMPANY (DEC)

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

Statements of Consolidated Cash Flows
(In thousands of dollars)
CASH FLOWS FROM OPERAT
ING ACTIVITIES
Net income...............................
Adjustments to reconcile net in
come to net cash provided
by operating activities:
Depreciation, amortization
and depletion....................
Provision for losses on
accounts receivable...........
Undistributed earnings of un
consolidated affiliates.......
Loss (Gain) on sales of oper
ating assets......................
Trade accounts receivable....
Inventories...........................
Trade accounts payable........
Income taxes payable and
deferred income taxes.....
Other deferrals and accruals,
net...................................
Net cash provided by operating
activities...............................
CASH FLOWS FROM INVEST
ING ACTIVITIES
Proceeds from sales of operat
ing assets.............................
Proceeds from note receivable..
Purchase of subsidiaries, net of
cash acquired.......................
Capital expenditures..................
Other, net..................................
Net cash used in investing acti
vities ....................................
CASH FLOWS FROM FINANC
ING ACTIVITIES
Proceeds from long-term debt..
Repayment of debt....................
Repayment of bank loans of
Employee Stock Ownership
Plan......................................
Common stock issuance related
to stock options and awards.
Repurchases of common stock.
Dividends paid..........................
Net cash used in financing acti
vities ....................................
INCREASE (DECREASE) IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................
CASH PAID DURING THE YEAR
FOR;
Interest (net of amount capi
talized)..............................
Income taxes.........................

1988

1987

1986

Note A (In Part): Sum m ary o f Significant Accounting Poli
cies
Cash Equivalents

$331,854

$266,491

$408,085

197,525

165,400

152,270

29,321

18,406

25,040

(310)

(3,930)

(4,994)
(58,880)
(37,414)
(26,056)
38,966

29,225
(55,477)
(2,021)
15,611

(222,150)
(75,658)
(14,761)
(12,154)

61,014

22,183

33,685

(79,798)

(67,002)

(55,832)

451,538

392,506

234,595

145,330

94,269
45,000

618,248

(157,277)
(301,608)
(7,933)

(177,718)
(246,474)
15,720

(509,905)
(231,732)
27,585

(321,488)

(269,203)

(95,804)

201,211
(193,881)

72,724
(74,483)

300,732
(334,932)

(11,900)

(10,500)

(9,400)

12,339
(2,389)
(118,336)

13,146
(29,668)
(105,793)

8,189
(2,354)
(96,705)

(112,956)

(134,574)

(134,470)

17,094

(11,271)

4,321

20,060

31,331

27,010

$ 37,154

$ 20,060

$ 31,331

$ 49,233
149,218

$ 55,314
206,666

$ 58,688
238,462

Cash equivalents consist of investm ents that are readily
convertible into cash and g enerally have original m aturities of
three m onths or less.

GRUMMAN CORPORATION (DEC)
Consolidated Statement o f Cash Flows
(Dollars in thousands)
CASH FLOWS FROM OPERAT
ING ACTIVITIES;
Net income...............................
Items affecting cash from op
erations:
Depreciation and amortization
Decrease/(increase) in:
Accounts receivable and
marketable securities...
Inventories........................
Prepaid expenses.............
Increase/(decrease) in:
Accounts payable, wages
and employee benefits..
Income taxes payable.......
Deferred income taxes.....
Other.................................
Net cash provided (required) by
operating activities................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
Capital expenditures..................
Proceeds from sale of capital
assets...................................
Net cash used in investing ac
tivities...................................
CASH FLOWS FROM FINANC
ING ACTIVITIES:
Increase/(decrease) in short
term debt..................................
Proceeds from long-term debt..
Repayment of long-term debt...
Redemption of preferred stock..
Common stock issued..............
Dividends paid..........................

1988

1987

1986

$ 86,465

$ 35,650

S 78,690

113,854

103,593

81,400

(215,099)
(97,195)
8,739

(6,514)
(189,024)
(21,274)

(211,787)
(25,952)
(11,246)

79,204
31,800
(13,200)
14,307

6,697
(43,141)
(41,560)
65,001

44,421
38,194
(35,133)
11,215

(77,590)

(126,222)

(108,888)

8,875

(90,572)

(30,198)

(118,119)

(177,700)

(195,756)

10,097

4,928

(108,022)

(172,772)

(191,375)

(30,549)
35,528
184,889
281,105
(31,081)
(22,408)
(2,502)
(2,375)
5,726
7,573
(37,436)
(37,691)

37,470
179,989
(21,548)
(12)
76,405
(36,567)

4,381

Net cash provided by financing
activities....................................

89,047

261,732

235,737

NET INCREASEZ(DECREASE) IN
CASH FOR THE PERIOD.......
CASH—JANUARY 1........................

(10,100)
29,364

(1,612)
30,976

14,164
16,812

CASH—DECEMBER 31..............

$ 19,264

$ 29,364

$ 30,976

412

Section 5; Statem ent of Cash Flows

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
(D ollars in thousands except per share d ata)
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies
Cash flow supplem ental inform ation
In 1988, the com pany, as required by generally accepted
accounting principles, has presented a statem ent of cash
flows in place of a statem ent of changes in financial position
and has elected to present such a cash flow statem ent for
each of the three years in the period ended D ecem ber 31,
1988.

1988
1987
Cash paid during the year for:
Interest (net of amount capitalized) $82,427
$56,830
Federal income taxes........................
30,004 47,529

1986
$40,035
25,819

CASH PROVIDED BY (USED FOR) IN
VESTMENT ACTIVITIES
Capital expenditures
Property, plant and equipment............
Timber and timberlands......................
Total capital expenditures........................
Acquisition of Brunswick Pulp & Paper...
Other acquisitions...................................
Proceeds from sales of assets.................
Proceeds from liquidation of investments
Other........................................................
Cash (used for) investment activities.......
INCREASE (DECREASE) IN CASH............
BALANCE AT BEGINNING OF YEAR.........
BALANCE AT END OF YEAR....................

(697)
(14)
(711)
(245)
(223)
74
—

—
(1.105)
(8)
70
$ 62

(532)
(18)
(550)

(390)
(56)
(446)

—

—

(357)
11
125
22
(749)
(10)
80
$ 70

(36)
79
92
(14)
(325)
18
62
$ 80

N O TES TO F IN A N C IA L STA TEM EN TS
Note 1 (In Part): Sum m ary o f Significant Accounting Poli
cies

Overdraft

Property, Plant and Equipm ent

GEORGIA-PACIFIC CORPORATION (DEC)
(Millions)
CASH PROVIDED BY (USED FOR) CON
TINUING OPERATIONS
Net Income..............................................
Items in income not affecting cash
Depreciation........................................
Depletion..............................................
Deferred income taxes.........................
Gain on sales of assets.......................
Gain on liquidation of investments.....
Other...................................................

1988

$ 467

Cash provided by (used for) working
capital
Receivables..........................................
Inventories..................................................
Other current assets...................................
Accounts payable and accrued liabili
ties .................................................

1987

$458

392
58
44
(17)
—
30

351
36
49
(4)
(66)
46

974

870

(102)

(78)
(38) (70)
20 (10)

11

1986

$296
316
23
87
(30)
(33)
7
666

69

(61)
(60)
(15)
45

(109)

(89)

(91)

Cash provided by continuing operations..

865

781

575

Cash provided by discontinued opera
tions....................................................

—

—

11

Cash provided by extraordinary item .......

—

—

14

CASH PROVIDED BY (USED FOR)
FINANCING ACTIVITIES
Repayments of long-term debt.....................
(884) (339)
Additions to long-term debt.....................
1,534
683
Net increase (decrease) in bank over
drafts..........................................................
37 (1)
Net increase (decrease) in commercial
paper and other short-term notes.......
63
(15)
Common stock repurchased.........................
(395) (255)
Preferred stock purchase offer................
—
—
Cash dividends paid......................................
(123) (115)
Cash provided by (used for) financing
activities....................................................

232

(42)

Property, plant and equipm ent are recorded at cost. Lease
obligations for which the Corporation assum es substantially
all the property rights and risks of ownership are capitalized.
R eplacem ents of m ajor units of property are capitalized and
the replaced properties are retired. R eplacem ents of m inor
units of property and repairs and m aintenance costs are
charged to expense as incurred.

The Corporation capitalizes interest on projects w hen con
struction takes considerable tim e and entails m ajor expendi
tures. Such interest is charged to th e property, plant and
equipm ent accounts and am ortized over the approxim ate life
of the related assets in order to properly m atch expenses with
revenues resulting from th e facilities. Interest capitalized, ex
pensed and paid w as as follows:

(Millions)
Total interest costs..........................................
Interest capitalized..........................................
Interest expense..............................................
Interest paid....................................................

Year ended December 31
1988
1987
1986
$222
$134
$147
(25)
(10)
(9)
$197
$124
$138
$164
$116
$136

Note 8 (In Part): Incom e Taxes
The provisions for incom e taxes and incom e taxes paid
w ere as follows:

(661)
476
79
(4)
—
(50)
(97)
(257)

(Millions)
Federal income taxes, net of investment tax
credit
Current.....................................................
Deferred...................................................
State income taxes.......................................
Provision for income taxes..........................
Income taxes paid........................................

Year ended December 31
1987
1986
1988

$222
44
45
$311
$295

$249
49
42
$340
$255

$ 79
87
23
$189
$119
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Dividend Payments
ASARCO INCORPORATED (DEC)
C o n s o lid a te d S ta te m e n t o f C ash Flow s
1988

1987

1986

(dollars in thousands)
OPERATING ACTIVITIES
Net earnings (loss).............
Adjustments to reconcile net
earnings (loss) to net
cash provided from oper
ating activities:
Depreciation and deple
tion ............................
Provision for deferred in
come taxes .................
Nonconsolidated associ
ated companies:
Equity in (earnings)
losses.....................
Dividends received.....
Foreign currency
transaction (gains)
losses.....................
Gain on sale of invest
ment and property.....
Decrease in accrual for
plant closings.............
Cash provided from (used
for) operating assets
and liabilities, net of
acquisitions:
Accounts and notes
receivable..............
Inventories.................
Accounts payable........
Accrued taxes on in
come......................
Other operating liabili
ties and accruals....
Other operating assets
Foreign currency
transaction gains....
Net cash provided from
operating activities..........
INVESTING ACTIVITIES
Property additions..............
Purchases of businesses,
net of cash acquired.......
Proceeds from sale of prop
erty..................................
Purchase of investments in
cluding marketable secu
rities ...............................
Proceeds from sale of other
investments.....................
Proceeds from sale of 155.6
million ordinary shares of
M.I.M. Holdings Limited.
Purchase of MIM stock.......
Net cash provided from
(used for) investing activ
ities ................................

$207,244

$ 256,565

$

(37,185)

58,649

59,763

53,030

8,879

29,723

48,389

(9,828)
6,633

(35,146)
9,521

2,067
7,000

(3,857)

44,516

(22,638)

(354)

(221,048)

(20,301)

(13,666)

(19,189)

(17,039)

(79,279)
29,700
(4,396)

(33,684)
(123,984)
54,179

27,836
(13,725)
(15,930)

(28,065)

42,566

324

(2,020)
(3,540)

33,208
12,774

1,812
(2,322)

(6,289)

(6,084)

(1,336)

159,811

103,680

9,982

(42,861)

(23,805)

(15,497)

(120,078)

(1.000)

(74,188)

4,253

5,332

(169,729)

(49,119)

(41,968)

149,799

63,663

49,897

3,782

(56,149)

381,094
—

(235,236)

375,086

FINANCING ACTIVITIES
Debt incurred (principally
long term debt)..............
Debt retired (principally long
term debt)......................
Proceeds from the sale of
common, preferred stock
and common stock war
rants...............................
Redemption and retirement
of preferred stock............
Additional capital from set
tlement of stockholders'
derivative litigation..........
Treasury stock purchased ...
Treasury stock used or sold.
Cash dividends declared and
paid:
Preferred shares.............
Common shares.............
Net cash provided from
(used for) financing activ
ities.....................................
EFFECT OF EXCHANGE
RATE CHANGES ON
CASH..............................
iNCREASE(DECREASE) IN
CASH AND CASH
EQUIVALENTS.................
CASH AND EQUIVALENTS
AT BEGINNING OF YEAR.
CASH AND EQUIVALENTS
AT END OF YEAR............

10,000
(29,574)

80
(1,350)

—
(12,640)
335

(47)
(29,475)

(62,671)

(1,711)

(139,807)
226,820
$87,013

988,377

1,629,175

(1,193,851)

(1,626,168)

86,281

92,298

(153,505)

—

2,805
(17)
12,792

—
—
3,128

(22,139)
(4,252)

(20,992)
—

(283,509)

77,441

4,054

1,747

199,311

12,746

27,509
$ 226,820

14,763
$

27,509

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f Significant Accounting Policies
Cash Equivalents: The Company considers all highly liquid
investments with a maturity of three months or less when
purchased to be cash equivalents.

2 (In Part): Income Taxes
Total taxes paid were 1988— $88.4 million; 1987— $2.4
million and 1986— $1.7 million. In 1987, the current provision
for income taxes was reduced due to a net operating loss
carryforward of $266.7 m illion realized as a reduction of cur
rent taxable income.
9 (In Part): Debt and Available C redit Facilities
(in millions)

—

(76,424)

At December 31, 1988, total debt and maturities were:
1989— $3.5; 1990— $3.2; 1991— $2.8; 1992— $2.6; 1993—
$2.9 and $241.2 thereafter. Total interest paid in 1988 was
$27.8 (1987— $38.5; 1986— $41.0).
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FEDERAL-MOGUL CORPORATION (DEC)
Consolidated Statements o f Cash Flows

(Thousands of Dollars)
CASH PROVIDED FROM (USED
BY) OPERATING ACTIVITIES:
Net earnings................................
Adjustments to reconcile net
earnings to net cash provided
from operating activities:
Depreciation and amortization..
Increase (decrease) in deferred
income taxes.......................
Restructuring activities............
Net gain on sale of businesses.
Minority interest in net earn
ings of international sub
sidiaries...............................
(Increase) decrease in
accounts receivable.............
Increase in inventories and
other current accounts........
Increase (decrease) in
accounts payable, other
accrued expenses and liabili
ties and income taxes.........
Extraordinary loss on extin
guishment of debt..............
Other ......................................
Net Cash Provided From Operat
ing Activities...........................
CASH PROVIDED FROM (USED
BY) INVESTING ACTIVITIES:
Expenditures for property, plant
and equipment.........................
Acquisitions and investments in
subsidiaries..............................
Proceeds from sale of businesses
Proceeds from sale of property,
plant and equipment................
Payments received on long-term
receivables and investments....
Taxes related to gain on sale of
business..................................
Other...........................................
Net Cash Used By Investing Activ
ities .........................................
CASH PROVIDED FROM (USED
BY) FINANCING ACTIVITIES:
Proceeds from sale and leaseback
of assets..................................
Proceeds from issuance of long
term debt................................
Payments on long-term debt........
Net short-term borrowings..........
Dividends paid to shareowners....
Dividends paid to minority shareowners of international sub
sidiaries ...................................
Purchase of treasury stock..........
Other ...........................................
Net Cash Provided from (Used
By) Financing Activities............

1988

1987

1986
EFFECT OF EXCHANGE RATE
CHANGES ON CASH ................

$41,700

$41,147

$ 3,606

45,109

43,330

38,694

(1.985)
(10,674)
(800)

7,454
(13,249)
(4,640)

(15,896)
39,808
0

1,442

744

575

(21,926)

(19,231)

589

(23,213)

(14,770)

(6,107)

INCREASE (DECREASE) IN CASH
AND SHORT-TERM INVEST
MENTS....................................
CASH AND SHORT-TERM IN
VESTMENTS AT BEGINNING
OF YEAR..................................
CASH AND SHORT-TERM IN
VESTMENTS AT END OF YEAR

865

424

3,072

11,451

(97,898)

15,235

3,784

101,682

$18,307

$15,235

(329)

$

3,784

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note A (In Part): Accounting Policies
Cash and Short-Term Investm ents— The Com pany consid
ers all highly liquid debt instrum ents purchased with a m aturity
of ninety days or less to be cash equivalents.
Note F (In Part): D e b t

21,033

8,054

(6,778)

1,722
2,627

0
2,115

1,482
3,123

55,035

50,954

59,096

Interest incom e, classified as a reduction of interest ex
pense, am ounted to $ 4 ,8 3 9 ,0 0 0 in 1988, $ 4 ,1 6 4 ,0 0 0 in 1987
and $ 4 ,8 8 5 ,0 0 0 in 1986. interest paid in 1 9 8 8 , 1987 and 1986
w as $ 2 3 ,6 1 1 ,0 0 0 , $ 2 7 ,0 4 5 ,0 0 0 and $ 1 8 ,2 2 2 ,0 0 0 , respective
ly.
Note J (In Part): Incom e Taxes
Incom e taxes paid in 1988, 1987 and 19 86 w ere approx
im ately $ 2 4 ,1 0 0 ,0 0 0 , $ 2 8 ,1 0 0 ,0 0 0 and $ 5 0 ,5 0 0 ,0 0 0 , respec
tively.

(61,341)

(73,826)

(89,384)

(2,435)
36,667

0
16,745

(68,553)
0

3,712

955

3,517

2,859

2,656

7,467

0
(2,387)

0
346

(22,561)
(1,936)

(22,925)

(53,124)

(171,450)

17,550

20,418

0

1,241
(37,504)
12,680
(21,518)

1,992
(2,756)
22,955
(20,312)

107,354
(76,491)
12,424
(20,547)

(910)
(562)
314

(1,210)
(8,331)
0

(1,259)
(7,449)
0

(28,709)

12,756

14,032
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Currency Swap
McGRAW-HILL, INC. (DEC)
Consolidated Statement o f Cash Flows
(Thousands of dollars)
CASH FLOWS FROM OPERAT
ING ACTIVITIES
Net incom e....................................
Adjustments for non-cash
items included in income:
Depreciation..............................
Amortization of goodwill and
intangibles...........................
Provision for losses on
accounts receivable...........
Equity earnings net of divi
dends ....................................
Unusual charges.....................
Gain on dispositions— net
(Note 4 ) ................................
Gain on settlement of pen
sion obligation...................
Loss on foreign exchange...
Change in assets and liabilities
net of effect of acquisitions
and dispositions:
Increase in accounts receiv
able .......................................
Increase in inventories..........
(Increase)/decrease in pre
paid and other current
assets....................................
Increase/(decrease) in
accounts payable and
accrued expenses..............
Increase in unearned reve
nue.........................................
Increase/(decrease) in other
current liabilities................
Increase/(decrease) in in
terest and income taxes
currently payable................
Increase/(decrease) in de
ferred income ta x e s ..........
Net change in other assets
and liabilities......................
Cash from operating activities..
INVESTING ACTIVITIES
Acquisition of businesses..........
Purchase of property and
equipment.................................
Disposition of businesses
(Note 4 ) ....................................
Disposition of property and
equipment.................................
Purchase of short-term invest
ments .........................................
Sale of short-term investments
Cash provided by/(used for) in
vesting activities......................

1988

1987

1986

$185,505

$164,794

$154,009

46,219

43,429

36,974

20,024

22,125

14,507

FINANCING ACTIVITIES
Dividends paid to shareholders
Additions to d e b t.........................
Repayment of d ebt......................
Settlement of yen/dollar cur
rency swap (Note 4 ) ..............
Purchase of treasury shares....
Other ..............................................

44,387

38,652

31,901

Cash used for financing activi
ties ..............................................

(4,712)
149,564

(7,843)
—

(248,275)

(1,696)

—
624

(20,124)
5,317

(3,405)
—
—
—

1,666

(88,959)
638,640
(676,488)

(84,222)
458,500
(327,083)

(76,754)
49,067
(5,023)

(22,870)
(48)
100

(135,082)
4,029

—
1,976

(149,625)

(83,858)

(30,734)

EFFECT OF EXCHANGE RATE
CHANGES ON CASH..............

345

897

266

NET CHANGE IN CASH AND
EQUIVALENTS.........................
CASH AND EQUIVALENTS AT
BEGINNING OF YEAR.............

(4,323)

(10,214)

(40,500)

28,793

39,007

79,507

CASH AND EQUIVALENTS AT
END OF Y E A R .........................

$ 24,470

$ 28,793

$ 39,007

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
(72,816)
(54,339)

(71,417)
(11,467)

(62,268)
(10,019)

(7,545)

2,048

(6,411)

17,326

13,434

(3,087)

10,939

9,773

8,574

(8,801)

8,065

(22,567)

35,662

2,097

(8,670)

(33,737)

19,140

17,389

4. Sale o f Interest in Joint Venture an d O ther Dispositions
In M ay 1988 the company sold its 4 9 percent interest in
Nikkei/McGraw-Hill, Inc., a m agazine publishing operation in
Japan, to its partner in the venture, Nihon Keizai Shimbun, for
$283.1 million. T he gain on sale w as $ 2 2 1 .8 million ($109.8
million after taxes). Included are foreign currency translation
gains on the investment of $ 2 2 .9 million, which are offset by a
$22.9 million after tax loss on a yen/dollar currency swap
entered into as a hedge of the investment.
During 1988, nine other m agazines and businesses were
sold for $3 4 .5 million resulting in gains before taxes of $26.5
million, which are included in other income in the Statem ent of
Income.
9. Statem ent o f Cash Flows

1,240

(15,314)

81,265

201,013

148,275

(233,142)

(81,575)

(173,603)

(44,634)

(52,266)

(42,425)

317,599

11,683

—

2,945

2,318

2,768

(24,498)
45,422

(19,192)
10,766

(39,185)
94,138

63,692

(128,266)

(158,307)

(318)

The company has adopted Statem ent of Financial Account
ing Standards (SFA S) No. 95, Statem ent of Cash Flows,
which requires replacing the Statem ent of Changes in Finan
cial Position with a Statem ent of Cash Flows. Certain amounts
for the years ended D ecem ber 3 1 , 1987 and 1986 have been
restated to comply with the requirements of S FA S No. 95.
For purposes of this statem ent highly liquid investments
with maturities of three months or less at the time of purchase
are cash equivalents.
A summary of the supplemental information required by
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SFAS No. 95 follows:
(Thousands of dollars)
Interest and income taxes paid:
Interest (net of amount capital
ized) ....................................
Income taxes...........................
Non-cash investing and financ
ing activities:
Liabilities assumed in conjunc
tion with acquisition of
businesses:
Fair value of assets acquired ...
Cash paid.................................
Liabilities assumed..................
Additional common stock
issued upon conversion of
3⅞% debentures:
Debentures converted..............
Shares of common stock
issued (thousands).............
Capital lease obligations en
tered into for automobiles...
Increase in yen/dollar currency
swap obligation as a result
of the strengthening of the
yen......................................

1988

$ 9,064
173,527

243,193
233,142
10,051

$ 7,481
113,650

90,563
81,575
8,988

1986

$ 4,168
133,654

233,840
173,603
60,237

45

520

344

1

17

11

4,256

$

1987

—

3,861

$ 17,613

2,374

$ 12,243

Purchased Tax Benefits
ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
Consolidated Statements o f Cash Flows

(millions)
1988
CASH FLOWS FROM OPERATING
ACTIVITIES;
Net earnings......................................
$162.7
Adjustments to reconcile net earnings
to net cash provided by operating
activities:
Depreciation andamortization........
109.2
Deferred Income taxes.................
14.4
Changes in operating assets and
liabilities net of effects from ac
quisitions:
(Increase) in receivables...........
(12.1)
(Increase) in inventories...........
(25.3)
(Increase) decrease in other
current assets.............................
16.9
(Increase) in other noncurrent
assets........................................
(18.4)
Increase in accounts payable
and accrued expenses..........
17.4
(Decrease) increase in income
taxes..........................................
(1.4)
Other, net............................................
4.6
Net cash provided by operating activi
ties.....................................................
268.0

1987

1986

$150.4

$122.4

CASH FLOWS FROM INVESTING
ACTIVITIES:
Purchases of property, plant and
equipment......................................
(198.7)
Proceeds from sale of land and facili
ties......................................................
10.6
Acquisitions ......................................
(358.5)

(183.0)

(139.8)

3.1
(63.1)

5.5
(53.1)

Net cash used for investing activities.

(243.0)

(187.4)

CASH FLOWS FROM FINANCING
ACTIVITIES:
Increase in short-term debt................
201.4
74.3
Issuance of long-term debt................
125.2
4.3
Reduction of long-term debt.............
(6.0)
(21.5)
Purchase of treasury stock......................
(2.5) (40.9)
Cash dividends paid...............................
(45.5) (42.3)
Purchased tax benefits and other.......
4.6
11.7

68.6
8.0
(11.7)
(23.7)
(35.6)
16.2

(546.6)

Net cash provided by (used for)
financing activities.........................

277.2

EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS...............................

.9

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS.............

$

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR....................
CASH AND CASH EQUIVALENTS AT
END OF YEAR...............................
SUPPLEMENTAL CASH FLOW IN
FORMATION
Interest paid.......................................
Income taxes paid..............................
SUPPLEMENTAL SCHEDULE OF
NONCASH INVESTING AND
FINANCING ACTIVITIES
Liabilities resulting from the acquisi
tion of businesses:
Fair value of assets acquired.........
Cash paid......................................

(.5)

(14.4)

8.5

21.8

.4

$(33.3)

$ 1 0 .8

$ 70.2

$103.5

$ 92.7

$ 69.7

$ 70.2

$103.5

$ 2 3 .6
$ 9 3 .4

$ 1 1 .5
$ 7 0 .0

$ 5.6
$ 6 5 .5

$401.7
(358.5)

$116.3
(63.1)

$ 6 6 .6
(53.1)

$ 43.2

$ 53.2

$ 13.5

N O TES TO F IN A N C IA L S TA TEM EN TS

91.4
11.5

74.3
13.3

(34.2)
(25.9)

(20.5)
(10.3)

(9.9)

(9.5)

(14.7)

(13.1)

24.8

15.2

23.7
(1.5)

7.1
(2.9)

Cash a n d cash equivalents w ere low ered to $ 6 9 .7 m illion at
the end of 1988 from $ 7 0 .2 m illion at the end of 1987. O perat
ing and other factors associated with the decrease in cash and
cash equivalents are d etailed in the C onsolidated Statem ents
of Cash Flow s on page 20.
Short-term investm ents, substantially all of which have
m aturities of th ree m onths o r less w hen purchased, are con
sidered to be cash equivalents and are carried at cost or less,
generally approxim ating m arket value.
D eb t (In Part):

215.6

176.0

Purchase of tax benefits from other U .S . corporations in
volved th e purchase of capital equipm ent for cash and long
term notes payable. This eq uipm ent, which w as leased back
to the original ow ners, w as valued at $ 1 9 6 m illion. T h e princi
p al am ounts o f th e co m p an y’s n otes and th e principal
am ounts of the leases receivable from the original owners,
and their respective interest rates, are identical and are to be
repaid over periods ranging from 8 years to 21 years.
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For reporting purposes, the principal amounts of the notes
and leases are offset.

CASH AND CASH EQUIVALENTS,
END OF YEAR.................................

SAVANNAH FOODS & INDUSTRIES, INC. (DEC)
C onsolidated Statem ents o f Cash Flows
(In thousands of dollars)
CASH FLOWS FROM OPERA
TIONS:
Net income............................................
Charges (credits) to income not
affecting operating cash flows—
Depreciation and amortization...
Gain on sale of investments......
Provision for deferred income
ta x e s ............................................
Other ...............................................
Cash provided by operations be
fore working capital changes....
Working capital changes affecting
cash provided by operations—
Accounts receivable......................
Federal income tax refund re
ceivable .......................................
Inventories.......................................
Deposits on futures contracts
and purchase com mitments..
Other current assets....................
Trade accounts payable................
Income taxes accrued...................
Accrued expenses related to
beet operations.........................
Other liabilities and accrued ex
penses .........................................
Cash provided by operations...........
CASH FLOWS RELATED TO IN
VESTING ACTIVITIES:
Purchase of Colonial Sugars, Inc.
net assets.........................................
Additions to property, plant and
equipm ent.......................................
Liquidation of long-term invest
ments................................................
Purchases of long-term invest
ments................................................
Loan to employee stock ownership
tru s t..................................................
Other.......................................................
Cash invested, n e t..............................
CASH FLOWS RELATED TO
FINANCING ACTIVITIES:
(Decrease) increase in short-term
borrowings......................................
Increases in long-term debt.............
Payments of long-term d e b t...........
Tax repayments of tax benefit
purchases.........................................
Dividends paid to stockholders......
Other.......................................................
Cash provided by financing activi
ties, n e t............................................

1988

$20,057

1987

$14,021

1986

$10,399

13,625
(503)

13,255
(3,085)

10,495
(3,976)

3,873
(282)

2,115
(46)

7,124
(161)

36,770

26,260

CASH FLOWS FOR YEAR.................
CASH AND CASH EQUIVALENTS,
BEGINNING OF YEA R ...................

23,881

(7,587)

(12,756)

960

(7,933)

3,684
(11,017)

(3,684)
20,902

46
(568)
18,969
(841)

(2,207)
(2,680)
(327)
8,284

246
289
(4,630)
(3,998)

4,800

2,414

(1,264)

1,189

(3,078)

12,844

29,624

16,889
7,836
$24,725

43,634

(31,353)
(16,641)
811

(13,675)

(20,528)

9,146

10,735

_

(1,155)

1,000
(1,836)

(1,000)
2,510

1,007
(1 ,088)

(16,666)

(3,019)

(42,382)

(1,698)

8 ,3 6 3 .

10,061

S 7,836

$ 8,363

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note 1 (In Part): Summary o f Significant Accounting Poli
cies:
Cash equivalents— The Company considers cash equiva
lents to include all investments purchased with an original
maturity of 90 days or less which have virtually no risk of loss of
value of the principal amount of the investment.
Note 6 (In Part): Long-term D ebt and C redit Arrangements:

Interest expense, as disclosed in the financial statements,
was $6,602,000 in 1988, $6,766,000 in 1987 and $6,292,000
in 1986. This compares to cash payments of interest of
$6,879,000 in 1988, $6,600,000 in 1987 and $6,123,000 in
1986.
Note 7 (In Part): Income Taxes:
The provisions for income taxes which have been accrued
by the Company are composed of the following:
1988

1987

1986

(Amounts in thousands)
Current fed eral....................................
$ 9,998
$12,987
$(4,400)
Current state.........................................
232
397
307
Deferred federal...................................
19
(4,826)
10,811
Deferred s ta te ..............................................
270
—
119
$10,519

(22)

(527)

$ 8,558

$ 6,837

Cash payments of income taxes amounted to $10 ,596,000
in 1988, $6,509,000 in 1987 and $4,368,000 in 1986.
The deferred federal provision for income taxes includes
($3,584,000) in 1988, ($3,974,000) in 1987 and $3,806,000 in
1986 related to investments in tax benefit purchases. The
history of these transactions for the last three years has been
as follows (in thousands of dollars):
Year-ended

Description

1986

Deferred tax balance, beginning of year........
Tax deferral ............................................................

Amount
$13,759
3,806

1987

Deferred tax balance, end of y e a r....................
Tax paym ent..........................................................

17,565
(3,974)

1988

Deferred tax balance, end of y e a r....................
Tax paym ent..........................................................

13,591
(3,584)

Deferred tax balance, end of y e a r...................

$10,007

(1 ,776)

7,336
1,000
(10,594)

(17,003)
31,353
(2,981)

(3,584)
(6,421)
1,691

(3,974)
(5,995)
1,875

3,806
(6,181)
2,066

At the end of 1988 and 1987, respectively, the $10,007,000
and the $13,591,000 credit balances are included in “ Deferred
income taxes” in the balance sheet. Tax payments and de
creases to “ Deferred income taxes” related to this program for
the next five years are estimated to be $1,349,000 in 1989,
$1,218,000 in 1990, $1,147,000 in 1991, $492,000 in 1992,
and $452,000 in 1993.

(10,079)

(10,352)

11,060

The tax deferrals related to tax benefit purchases and the
other components of the Company’s deferred income tax

11
—
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provisions and the tax effects of each are sum m arized below:
1988

1987

1986

(Amounts in thousands)

Tax Benefit Of Stock Options
THE KROGER CO. (DEC)
Consolidated Statement o f Cash Flows

$(3,584)

$(3,974)

2,993

3,718

(263)

$

$ 3,806
5,058

(771)

97

128
1,015

(2,135)
(1.664)

1,682
287

289

$(4,826)

$10,930

(In thousands of dollars)
CASH FLOWS FROM OPERAT
ING ACTIVITIES:
Net earnings..............................
Adjustments to reconcile net
earnings to net cash provided
by operating activities:
Cumulative effect of change
in accounting for income
taxes................................
Depreciation and amortization
Deferred operating losses
from units to be divested..
Exchange and replacement of
stock options....................
Revaluation of various assets
Amortization of discount on
Junior Subordinated Dis
count Debentures.............
Loss (gain) on sale of prop
erty, plant and equipment.
Increase (decrease) in em
ployees’ benefit fund........
Decrease (increase) in cur
rent cost of inventories....
LIFO charge..........................
Decrease (increase) in
accounts receivable..........
Increase in other current
assets...............................
Increase (decrease) in
accounts payable.............
Increase in other current
liabilities...........................
Increase (decrease) in de
ferred income taxes.........
Increase (decrease) in
accrued income taxes pay
able ..................................
Increase (decrease) in other
liabilities...........................
Net cash provided by operating
activities...............................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
Net cash proceeds from dispos
al of drug stores..................
Capital expenditures..................
Proceeds from sale of property,
plant and equipment.............
Decrease (increase) in property
held for sale..........................
Decrease (increase) in other in
vestments .............................
Other changes, net...................
Net cash provided (used) by in
vesting activities....................

1988

1987

1986

$ 34,522

$246,644

$ 51,493

253,839

(63,345)
222,976

231,011

(27,769)
11,164
16,767
16,332
(5,266)

591

(5,793)

(2,833)

(20,224)

57,563

(42,211)
57,408

(275,060)
13,844

53,271
30,188

(5,696)

8,062

(45,220)

(24,469)

(39,221)

(49,750)

89,753

92,936

(74,358)

95,629

81,900

59,408

12,955

50,417

(49,094)

(25,444)

(88,613)

25,173

74,298

(50,657)

84,632

528,979

180,250

368,524

(324,150)

18,504
(415,797)

405,677
(474,627)

92,297

62,424

129,085

16,561

(77,037)

(12,869)

(85,965)
(8,078)

2,110
424

(25,699)
(9,282)

(309,335)

(409,372)

12,285
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Foreign Currency

CASH FLOWS FROM FINANC
ING ACTIVITIES:
Principal payments under capital
lease obligations....................
(14,193)
Proceeds from issuance of
long-term debt...................... 4,190,744
Reductions in long-term debt....
(846,537)
Proceeds from issuance of
capital stock..........................
180,923
Capital stock reacquired............
(3,068)
Tax benefit of non-qualified
stock options.......................
26,262
Dividends paid or declared, in
cluding related costs............. (3,347,028)
increase (decrease) in notes
payable.....................................
(309,149)
Net cash provided (used) by
financing activities................
(122,046)
NET INCREASE(DECREASE) IN
CASH AND TEMPORARY
CASH INVESTMENTS............
97,598
CASH AND TEMPORARY CASH
INVESTMENTS:
Beginning of year.................
113,451
End of year........................... $ 211,049

FOREIGN CURRENCY CASH FLOWS
Paragraph 2 5 of S F A S No. 9 5 specifies that the effect of
exchange rate changes on cash balances held in foreign
currencies be reported as a separate part of the Statem ent of
Cash Flow s. Exam ples of reporting foreign currency cash
flows follow.

(8,022)

(33,983)

141,235
(39,710)

163,635
(206,594)

12,000
(190,851)

145,896
(139,783)

THE BARDEN CORPORATION (OCT)

1,825

1,239

Consolidated Statement o f Cash Flows

(90,878)

(92,744)

1988

1987

1986

($000)

304,818

(111,829)

130,417

(274,163)

(98,705)

106,646

212,156
$113,451

105,510
$212,156

SUPPLEMENTAL DISCLOSURES
OF CASH FLOW INFORMA
TION:
Cash paid during the year, ex
cluding amounts in 1986 re
lated to drug store disposi
tions, for:
Interest.................................. $ 107,492 $ 88,308
Income taxes..............................
43,581 139,730

$ 96,277
81,533

SUPPLEMENTAL DISCLOSURES OF NON-CASHINVESTING AND FINANC
ING ACTIVITIES:
The Company issued Junior Subordinated Discount Debentures in 1988
with a market value of $702,471 as a portion of the Dividend, and
entered into capital lease agreements in the amounts of $46,088 and
$16,379 in 1987 and 1986, respectively.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Accounting Policies (In Part)
Consolidated Statem ent of C ash Flows
In O ctober 1987, the Financial Accounting Standards Board
issued S tatem ent of Financial Accounting Standards (S FA S )
No. 95, which requires a statem ent of cash flow s as part of a
com plete set of financial statem ents in place of a statem ent of
changes in financial position. Accordingly, the 1987 and 1986
Consolidated Statem ents of C hanges In Financial Position
have been replaced by consolidated statem ents of cash flows.
For purposes o f the C onsolidated S tatem ent of C ash Flows,
the Com pany considers all highly liquid debt instrum ents
purchased with a m aturity of th ree months or less to be tem 
porary cash investm ents.

CASH FLOWS FROM OPERATING
ACTIVITIES:
Net earnings..................................
Adjustments to reconcile net in
come to net cash provided for
operating activities:
Depreciation and amortization...
Deferred income taxes..............
Changes in assets and liabilities:
Temporary cash investments.
Accounts receivable..............
Inventories...........................
Accounts payable and
accrued expenses.............
U.S. and foreign income
taxes.................................
Other, net.............................

$4,079

$3,635

$3,204

4,812
57

4,538
344

3,654
710

(2,312)
487

24
(69)

2,600
159
(300)

1,190

(296)

486

8
597

(290)
(46)

501
25

Net cash provided by operating
activities.....................................

8,919

7,841

11,043

CASH FLOWS FROM (USED FOR)
INVESTING ACTIVITIES:
Additions to properties, plants and
equipment.................................
Proceeds from sale of equipment..

(7,467)
474

(5,154)
125

(8,099)
334

Net cash used for investing activi
ties............................................

(6,993)

(5,029)

(7,764)

CASH FLOWS USED FOR FINANC
ING ACTIVITIES:
Principal payments of long-term
debt...........................................
Purchase of treasury stock............
Dividends paid...............................

(555)

(555)

(1.600)

(1.600)

(555)
(1.579)
(1.608)

Net cash used for financing activi
ties............................................

(2,155)

(2.155)

(3.744)

Effect of exchange rate changes on
cash..........................................

3

206

125

862

(340)

NET CHANGES IN CASH AND
CASH EQUIVALENTS.................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR..........

3,808

2,946

3,286

CASH AND CASH EQUIVALENTS
AT END OF YEAR......................

$3,583

$3,808

$2,946

SUPPLEMENTARY CASH FLOW
DISCLOSURE:
Interest paid..................................
Income taxes paid.........................

$ 127
3,276

$ 129
2,074

$ 347
1,908

(225)
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N O TES TO F IN A N C IA L STA TEM EN TS
Note A (In Part): T h e Com pany’s significant accounting
policies are sum m arized as follows:
S tatem ent of C ash Flows:
The Com pany adopted Financial Accounting Standards
Board S tatem ent No. 95 , “Statem ent of Cash R o w s,” in its
1988 financial statem ents and has presented Consolidated
S tatem ent of C ash Flow s for each of th e three years in the
period ended O ctober 3 0 , 1988. Prior years’ statem ents have
been restated to com ply with FAS No. 95. For purposes of the
Consolidated S tatem ent of Cash Flow s, the Com pany consid
ers all highly liquid investm ents with m aturity of three months
or less at the tim e of purchase to be cash equivalents.

WESTVACO CORPORATION (OCT)
In thousands
CASH FLOWS FROM OPERAT
ING ACTIVITIES:
Net income...............................
Adjustments to reconcile net in
come to net cash provided
by operating activities:
Provision for depreciation
and amortization..............
Provision for deferred income
taxes.................................
Gains on sales of plant and
timberlands......................
Gain on settlement of pen
sion obligations................
Pension credits and other
employee benefits............
Foreign currency translation
loss..................................
Changes in assets and liabilities:
(Increase) in receivables.......
(Increase) decrease in inven
tories ...............................
(Increase) decrease in pre
paid expenses ..................
Increase (decrease) in
accounts payable and
accrued expenses.............
Increase (decrease) in in
come taxes payable.........
Other, net..................................
Net cash provided by operating
activities...............................
CASH FLOWS FROM INVEST
ING ACTIVITIES:
Additions to plant and timber
lands ....................................
Proceeds from sales of plant
and timberlands....................
Other, net..................................
Net cash used in investing acti
vities ....................................

1988

1987

1986

$200,434

$146,191

$108,096

CASH FLOWS FROM FINANC
ING ACTIVITIES:
Proceeds from Issuance of
common stock......................
18,662
749
957
Proceeds from issuance of debt
103,048
1,897
2,094
Common stock purchased........
(29,105)
(6,193)
—
Dividends paid...............................
(53,668) (45,494)
(39,390)
Repayment of notes payable
and long-term obligations.....
(18,125)
(17,812)
(3,056)
Net cash provided by (used in)
financing activities.....................
20,812 (66,853)
(39,395)
EFFECT OF EXCHANGE RATE
CHANGES ON CASH.............
(9,262)
(9,141)
(4,411)
INCREASE (DECREASE) IN
CASH AND MARKETABLE
SECURITIES...............................
23,138 (15,881)
27,222
CASH AND MARKETABLE
SECURITIES:
At beginning of period..........
163,854
179,735
152,513
At end of period.................... $186,992 $163,854 $179,735
N O T E S TO FIN A N C IA L S TA TEM EN TS
Sum m ary o f Significant Accounting Policies (In Part)

139,845

129,723

121,603

37,181

55,953

64,297

(6,415)

(26,527)

(7,221)

(23,270)
(16,512)

5,002

12,238

10,133

10,118

4,516

(14,453)

(8,134)

(5,276)

10,560

(7,688)

12,101

(4,412)

(1.579)

4,822

11,399

(4,757)

2,195

(2,197)
918

15,180
2,318

(21,441)
(1,778)

366,481

292,530

294,152

(366,056)

(271,341)

(236,660)

13,154
(1,991)

42,906
(3,982)

15,831
(2,295)

(354,893)

(232,417)

(223,124)

M arketable securities: For financial statem ent purposes,
m arketable securities purchased th ree months or less from
m aturity are considered to be cash equivalents.
G.

Cash Flows

In 1988, th e com pany adopted Financial Accounting Stan
dards Board S tatem ent No. 95 , “S tatem ent of Cash Flow s.”
Prior years’ statem ents of changes in financial position have
been restated to a cash flow basis. C apital expenditures on a
cash basis exclude $ 5 ,0 4 7 ,0 0 0 of debt assum ed (1987—
$ 4 ,0 6 1 ,0 0 0 ,1 9 8 6 — $ 1 4 ,6 5 8 ,0 0 0 ) and a net change in current
lia b ilities re la ted to construction activity of $ 2 1 ,8 5 1 ,0 0 0
(1987— $ 4 ,1 8 8 ,0 0 0 , 1 9 8 6 — $ (9 5 5 ,0 0 0 )). C ash paym ents for
interest excluding am ounts capitalized w ere $ 4 0 ,0 8 2 ,0 0 0 in
1988 (1987— $ 4 6 ,1 3 8 ,0 0 0 , 1986— $ 3 4 ,0 6 4 ,0 0 0 ). Cash pay
m ents for incom e taxes w ere $ 7 6 ,1 7 1 ,0 0 0 in 1988 (1 9 8 7 —
$ 3 5 ,6 3 9 ,0 0 0 , 1986— $ 1 3 ,4 8 1 ,0 0 0 ).
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Noncash Activities

NONCASH ACTIVITIES
Paragraph 3 2 of S FA S No. 9 5 requires the disclosure of
inform ation a bout noncash investing and financing activities.
Exam ples of the disclosure of noncash activities follow.

CMI CORPORATION (DEC)
Consolidated Statements of Cash Flows
Dollars in thousands
OPERATING ACTIVITIES
Net earnings (loss)....................
Adjustments to reconcile net
earnings (loss) to net cash
provided by operating activi
ties;
Depreciation and amortization
of property, plant and
equipment.........................
Amortization on other assets.
Gain on sale of subsidiary
and other assets..............
Change in assets and liabili
ties net of effects from
sale of subsidiary and
other assets:
Decrease in accounts re
ceivable ........................
Decrease (increase) in in
ventory .........................
Increase in deferred
charges and other
assets..........................
Increase (decrease) in
accounts payable.........
Increase (decrease) in
accrued liabilities.........
Other, net............................
Net cash provided (used) by
operating activities................
INVESTING ACTIVITIES
Proceeds from sales of subsidi
ary and other assets, net of
subsidiary cash.....................
Payments received on notes re
ceivable ................................
Capital expenditures..................
Investment in and advances to
foreign affiliates...................
Net cash provided (used) by in
vesting activities....................
FINANCING ACTIVITIES
Principal payments on long
term debt..............................
Net borrowings (payments) on
short-term debt.....................
Borrowings on long-term debt..
Dividends paid...................
Redemption of preferred stock..
Net cash used by financing ac
tivities ...................................

1988

1987

1986

$ 6,252

$ 1,622

$ (7,469)

2,705
130

3,438
58

3,190
150

(9,821)

(52)

(65)

INCREASE(DECREASE) IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

3,588

(165)

(2,026)

1,277

1,442

3,468

$ 4,865

$ 1,277

$1,442

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Consolidated Statem ents of C ash Flows

1,112

5,145

209

(14,222)

5,521

12,066

In 1988, th e C om pany adopted Statem ent of Financial
Accounting Standards No. 95 , “S tatem ent of C ash Flow s."
Prior year statem ents h ave been restated to conform with the
current year presentation. For purposes of the statem ents of
cash flow s, the C om pany considers certificates of deposit with
a m aturity o f th ree m onths o r less to be cash equivalents.
11. Supplem ental Cash Flow Information

(558)

(545)

(563)

1,006

(828)

(2,868)

(2,057)
(771)

(1.597)
1,059

2,980
(503)

(16,224)

13,821

7,127

Cash paid for interest and incom e taxes w as as follows:

(In thousands)
Interest (net of amount capitalized)........
Income taxes..........................................

1988
$2,380
415

1987
$4,729
—

1986
$4,944
—

Supplem ental schedule of noncash investing and financing
activities;
During 1988, the Com pany term inated its life insurance
policies on its chairm an. Policy loans of $ 9 1 6 ,0 0 0 w ere retired
with cash values in th e policies.

24,173

176

512

192
(2,074)

555
(3,175)

1,285
(7,531)

_

(753)

22,291

(3,197)

(5,734)

(8,526)

(6,042)

(9,981)

(6,445)
13,128
(336)
(300)

(5,387)
976
(336)

6,898
—
(336)

(2,479)

(10,789)

—

_

—

(3,419)

C apital lease obligations of $ 9 7 ,0 0 0 and $ 6 8 1 ,0 0 0 w ere
incurred in 1987 and 1986 as a result of th e Com pany entering
into equipm ent leases.
Pursuant to the term ination of the M anufacture and Distribu
tion Agreem ent with C aterpillar, approxim ately $ 1 .8 m illion of
the proceeds from th e term ination w ere held in escrow at
D ecem ber 3 1 , 1988 (see N ote 2 ). T hese funds are not avail
able to the Com pany for operations until certain requirem ents
have been fulfilled.
Accretion of preferred stock w as $ 1 5 1 ,0 0 0 in both 1988 and
1987 (see note 5).
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CONAGRA, INC. (MAY)
Consolidated S ta te m en ts
Dollars in thousands
CASH FLOWS FROM OPERAT
ING ACTIVITIES
Net income...............................
Adjustments to reconcile net in
come to net cash provided
by operating activities
Depreciation and amortization
Provision for losses on
accounts receivable..........
Change in assets and liabili
ties before effects from
business acquisitions
Decrease (increase) in
accounts receivable.....
Decrease (increase) in in
ventory .........................
Increase in prepaid ex
penses .........................
Increase in accounts pay
able and accrued ex
penses .........................
Increase (decrease) in in
terest and income taxes
payable.........................
Increase in noncurrent defer
red income taxes.............
Undistributed earnings of un
consolidated subsidiaries..
Issuance of common stock in
connection with the man
agement incentive plans...
Change in year end of pooled
companies.......................
Net cash provided from operat
ing activities..........................
CASH FLOWS FROM INVEST
ING ACTIVITIES
Proceeds from sale of property,
plant and equipment.............
Additions to property, plant and
equipment.............................
(Increase) decrease in invest
ment in unconsolidated sub
sidiaries.................................
Increase in trademarks.............
Payment for business acquisi
tions, less cash acquired of
$0, $34,525 and $3,801.......
Other items...............................
Net cash used from investing
activities...............................

o f C ash F low s
1988

$154,698

1987

$148,726

1986

$135,263

89,520

77,428

70,048

7,818

12,359

12,288

(141,249)

26,742

(59,740)

(219,342)

(85,739)

3,604

(12,476)

(3,620)

(17,992)

386,796

169,286

122,590

CASH FLOWS FROM FINANC
ING ACTIVITIES
Net short-term borrowings of
pooled companies.................
Proceeds from issuance of
long-term debt......................
Proceeds from exercised con
tracts and contracts to sell
common shares under execu
tive stock purchase plan.......
Proceeds from exercise of em
ployee stock options.............
Redemption of Class C, Series
2 preferred stock..................
Cash dividends paid..................
Repayment of long-term debt...
Treasury stock purchases.........
Stock issuance costs in connec
tion with the acquisition of
Armour Food Company.........
Other items...............................
Net cash used from financing
activities...............................

(427)

(5,274)

20,313

11,457

10,087

13,175

(10,491)

(2,789)

(3,117)

4,785

3,690
(6,465)

2,628
'

271,089

344,431

299,060

17,553

30,389

10,694

(136,348)

(126,273)

(101,617)

(85,082)
(4,134)

(35,968)
(7,494)

9,376
12,115

(76,476)
503

(100,399)
2,213

(76,874)
(3,843)

(283,984)

(237,532)

(174,379)

NET INCREASE(DECREASE) IN
CASH AND CASH EQUIVA
LENTS...................................
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR.......
CASH AND CASH EQUIVALENTS
AT END OF YEAR.................

—

(53,250)

(1,072)

76,590

130,920

72,302

625

1,017

527

2,164

4,125

1,493

—
(48,563)
(19,856)
(32,235)

—
(41,388)
(55,198)
(27,947)

(7,000)
(35,012)
(39,261)
(23,129)

—
7,106

—
(644)

(6,794)
33

(14,169)

(42,365)

(37,913)

(27,064)

64,534

86,768

194,898

130,364

$167,834

$194,898

CASH PAID DURING THE YEAR
FOR
Interest (net of amount capi
talized)..............................
$ 66,978
$ 55,274
Income taxes.........................
74,798
115,521
NON-CASH INVESTING AND
FINANCING ACTIVITIES
Issuance of common stock
for conversion of preferred
stock......................................
3,718
898
Long-term debt assumed in
business acquisitions.......
14,560
19,184
Fair value of common and
preferred stock issued in
business acquisitions.......
7,783
75

43,596
$130,364

$ 47,997
66,989

3,365
2,003

1,052

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Cash Flows
At May 29, 1988, the Company adopted Statement of
Financial Accounting Standards No. 95, “ Statement of Cash
Flows,” which requires presentation of a statement of cash
flows in place of a statement of changes in financial position.
Prior year statements were restated to conform to the new
presentation. For purposes of the statement of cash flows, the
Company considers all highly liquid investments purchased
with a m aturity of three months or less to be cash equivalents.
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Noncash Activities

THE NEW YORK TIMES COMPANY (DEC)
Supplemental Disclosures to Consolidated Statements
of Cash Flows

Consolidated Statements o f Cash Flows

Dollars in thousands
CASH PROVIDED (USED)
OPERATING ACTIVITIES
Net income...............................
Adjustments to reconcile net in
come to net cash provided
by operating activities
Depreciation..........................
Amortization...............................
Equity in earnings of forest
products group—net........
Cash dividends from forest
products group.................
Deferred income taxes..........
(Increase) decrease in receiv
ables.....................................
(Increase) decrease in inven
tories ...............................
Increase in other current
assets...............................
Increase (decrease) in
accounts payable.............
Increase in payrolls and
accrued expenses.............
Other— net...........................
Net cash provided by operating
activities...............................
INVESTING ACTIVITIES
Businesses acquired, net of
cash acquired.......................
Additions to property, plant and
equipment.............................
Increase in investments in
forest products group..........
Other investing proceeds..........
Other investing payments.........
Net cash used in investing ac
tivities...................................
FINANCING ACTIVITIES
Short-term borrowing— net.......
Long-term obligations and notes
payable
Increase.................................
Reduction..............................
Capital shares
Issuance...............................
Repurchase...........................
Dividends paid to stockholders..
Other financing payments.........
Net cash used in financing ac
tivities...................................
NET (DECREASE) INCREASE IN
CASH AND SHORT-TERM IN
VESTMENTS .........................
CASH AND SHORT-TERM IN
VESTMENTS AT THE BEGIN
NING OF THE YEAR..............
CASH AND SHORT-TERM IN
VESTMENTS AT THE END OF
THE YEAR.............................

1988

1987

1986

$167,680

$160,333

$132,227

66,532
24,199

62,366
19,153

54,943
20,237

(35,553)

(19,528)

(21,929)

29,514
16,190

—
23,545

5,869
14,033

2,486

(4,599)

(3,577)

3,578

(14,159)
(7,348)
(7,706)

(9,174)

(5,111)

5,690

(627)

(1,748)

6,664
2,928

15,767
19,541

44,444
7,080

254,631

270,285

249,024

—

(44,068)

—

(277,818)

(154,551)

(102,996)

(11,287)
7,393
(15,531)

(16,188)
10,310
(5,968)

(1,130)
5,727
(11,469)

(297,243)

(210,465)

(109,868)

99,159

(1,757)

158,988
(133,292)

208,955
(149,135)

9,841
(66,600)

3,506
(112,022)
(36,577)
(238)

3,232
(38,548)
(31,208)
(1,417)

3,511
(9,446)
(25,582)
—

(20,476)

(9,878)

(120,800)

(63,088)

49,942

18,356

75,887

25,945

7,589

$ 12,799

$ 75,887

$ 25,945

(32,524)

Year Ended December 31
1988
1987
1986
Dollars in thousands
NON-CASH INVESTING AND
FINANCING TRANSACTIONS
Capital lease assets and obliga
tions incurred...........................
Accrued dividend receivable (other
current assets).............................
Businesses acquired
Other cost in excess of net
assets acquired........................
Property, plant and equipment..
Other—net.................................
Cash payments..........................
Liabilities incurred........................

$ 1,362
$

—

$

—
—
—
—
$ —

$ 57,000 $

—

$ 18,732

$

—

$ 83,675
5,722
(1,149)
(44,068)
$ 44,180

$

—
—
—
—
—

$

Issuance of common shares.........

$19,621

$ 18,792 $ 17,944

CASH FLOW INFORMATION
Cash paid during the year for
Interest (net of amount capital
ized)......................................

$26,312

$ 40,708 $ 20,668

Income taxes.............................

$86,309

$100,784 $110,554

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1 (In Part): Sum m ary o f Significant Accounting Policies
Short-Term Investm ents. For purposes of the Consolidated
Statem ents of C ash Flow s, the C om pany considers all highly
liquid debt instrum ents purchased w ith m aturities of three
months or less to be cash equivalents.
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Section 5: Statement of Cash Flows

SCOTT PAPER COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS

C o n s o lid a te d C ash F low s
(Millions)
CASH FLOWS FROM OPERATING AC
TIVITIES;
Net income............................................
Adjustments to reconcile net income to
net cash provided by operating activi
ties:
Share of undistributed earnings of
affiliates........................................
Depreciation, cost of timber har
vested and amortization.................
Deferred income taxes........................
Gains on asset sales..........................
Changes in assets and liabilities net
of effects from business acquisi
tions:
(Increase) in receivables................
(Increase) decrease in inventories..
(Increase) in prepaid items and
other..........................................
increase (decrease) in payable to
suppliers and others.................
Increase (decrease) in accrued
taxes on income.......................
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIV
ITIES:
Investments in plant assets and timber
resources...........................................
Payments for business acquisitions, net
of cash acquired.................................
Proceeds from asset sales.....................
Distributions from supplier and other
affiliates..............................................
Decrease (increase) in construction
funds held by trustees.......................
Other investing.......................................
Net cash used in investing activities.......
CASH FLOWS FROM FINANCING ACTIV
ITIES;
Dividends paid.......................................
(Decrease) in net short-term borrowings
Proceeds from issuance of long-term
debt...................................................
Repayments of long-term debt..............
Proceeds from interest rate exchange
agreement..........................................
Other financing.......................................

1988

1987

1986

$400.9

$233.8

$186.5

Cash paid for income taxes and interest during 1 98 8,1987
and 1986 was as follows:

(22.6)

(36.3)

(21.3)

283.0
62.3
(217.5)

258.7
62.0
(13.9)

213.3
69.2
(40.8)

(13.7)
(65.2)

(55.4)
(59.7)

(44.5)
8.6

(18.2)

(44.6)

(4.6)

111.5

126.8

(37.2)

49.5

10.5

570.0

481.9

(7.1)
322.1

(508.7)

(380.1)

(420.7)

(119.4)
128.9

(73.1)
14.9

(59.2)
31.8

15.4
19.0
(315.7)

(418.7)

88.7
(9.4)
(296.8)

(55.5)
(35.6)

(49.9)
(55.2)

(46.5)
(13.0)

303.0
(156.2)

506.0
(524.6)

375.5
(333.1)

_

(4.6)
24.2

46.6
(8.3)

21.9

Net cash provided by (used for) financ
ing activities.......................................

51.3

(85.4)

4.8

EFFECT OF EXCHANGE RATE CHANGES
ON CASH ...........................................

(4.4)

9.9

5.1

301.2

(12.3)

35.2

72.6

84.9

49.7

$373.8

$ 72.6

$ 84.9

CASH AND CASH EQUIVALENTS AT
END OF YEAR....................................

(Millions)
Income taxes..........................................
Interest— net of amounts capitalized.....

1988

1987

1986

$102.6
111.1

$ 38.2
109.6

$ 36.8
123.5

A sum m ary of the Com pany’s noncash activities during
1 9 8 8 , 1987 and 1986 follows:
(Millions)
Liabilities assumed in business acquisi
tions...................................................
Reduction of treasury shares for stock
split....................................................
Notes receivable in partial payment for
asset sales........................................
Notes receivable invested in affiliate.......
Investment in affiliate as partial payment
for business acquisition.....................
Leases capitalized...................................
International equity affiliates transferred
to consolidation.................................

1988

1987

1986

S 19.0

$20.5

$57.6

581.3

—

150.0
150.0

—

—

—

4.8

41.0
5.0

3.1

28.9

—

5.3
—

—

—

9.0

CASH AND CASH EQUIVALENTS

72.0

149.1

(4.4)

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS.................
CASH AND CASH EQUIVALENTS AT BE
GINNING OF YEAR.............................

Supplem ental Cash Flow Info rm ation
Cash and cash equivalents consist of cash on hand and
investm ents in short-term , highly liquid securities which
generally have m aturities when purchased of three months or
less.

A Statement of Cash Flows explains the change during a
period in cash and cash equivalents. The amounts of cash and
cash equivalents reported on a Statement of Cash Flows
should agree with the amounts of cash and cash equivalents
reported on a Statement of Financial Position. Paragraph 10
of SFAS No. 95 requires that an entity disclose what items are
treated as cash equivalents.
Descriptive term s used most frequently by the 542 survey
companies presenting a Statem ent of Cash Flows to describe
a change in cash and cash equivalents were: cash and cash
equivalents (331 companies), cash (90 companies), and cash
and short-term investm ents (50 companies). Less frequently
used term s include cash and equivalents, cash and m arket
able securities, and cash and tem porary cash investm ents.
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Section 6: Independent Auditors’ Report

This section review s the form at and content of Independent
Auditors’ Reports appearing in the annual reports of the 600
survey com panies. Effective Novem ber 1972, Statem ent on
Auditing Standards No. 1, issued by th e Auditing Standards
Board of the A IC P A , codified and superseded Statements on
Auditing Procedures Nos. 3 3 -5 4 previously issued by the
Com m ittee on Auditing Procedure. Subsequent to S A S No. 1,
sixty-three S tatem ents on Auditing Standards have been
issued. In April 1988, the Board issued S A S No. 5 8 which,
effective for auditors’ reports issued or reissued on or after
January 1 , 1989, changes substantially the form at and content
of an independent auditors’ report from th at existing prior to
SAS No. 58.

TITLE

PRESENTATION IN ANNUAL REPORT

ADDRESSEE

T ab le 6-1 shows w here, in relation to the financial state
m ents and notes thereto, the Independent Auditors’ Reports
w ere presented in th e annual reports to stockholders.

Paragraph 9 of Statem ent on Auditing Standards No. 58
states:

The auditors’ reports for 6 5 survey com panies, most of
which w ere issued prior to January 1 , 1989, did not include the
word independent in the title. O f the 53 5 auditors’ reports
including the word in d ep end en t in the title, 20 9 described the
auditors as Auditors, 149 as Accountants, 125 as Public
Accountants, and 5 2 as C ertified Public Accountants.

1988

1987

1986

1985

396

390

404

406

The report m ay be addressed to the com pany w hose
financial statem ents are being audited or to its board of
directors or stockholders. A report on the financial state
m ents of an unincorporated entity should be addressed
as circum stances dictate, for exam ple, to the partners, to
the general partner, or to the proprietor. O ccasionally, an
auditor is retained to audit the financial statem ents of a
com pany th at is not his client; in such a case, the report
custom arily is addressed to the client and not to the
directors or stockholders of the com pany w hose financial
statem ents are being audited.

170

166

154

145

T ab le 6 -2 sum m arizes th e addressee m entioned in the
Auditors’ Reports of the survey com panies.

17
17
600

21
23
600

20
22
600

25
24
600

TABLE 6-1: PRESENTATION IN ANNUAL REPORT

Follows financial statements
and notes.........................
Precedes financial statements
and notes.........................
Between financial statements
and notes.........................
Other....................................
Total Companies...........

Paragraph 8 a of Statem ent on Auditing Standards No. 58,
effective for auditors’ reports issued o r reissued on or after
January 1, 1989, states th at the title of an auditors’ report
should include the word independent.

TABLE 6-2: ADDRESSEE OF AUDITORS’
REPORT

Board of Directors and
Stockholders.....................
Stockholders.........................
Board of Directors................
Company..............................
Other, or no addressee.........
Total Companies...........

1988

1987

1986

1985

463
67
43
16
11
600

463
68
45
17
7
600

477
68
42
8
5
600

471
70
45
8
6
600
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AUDITORS’ STANDARD REPORT
Paragraph 8 of Statem ent on Auditing Standards No. 58
presents exam ples of auditors’ standard reports for single
year financial statem ents and for com parative two year finan
cial statem ents. T h e exam ples presented in paragraph 8 of
S A S No. 5 8 follow.

In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
X Com pany as of [at] D ecem ber 3 1 , 19X 2 and 19X 1, and the
results of its operations and its cash flow s for the years then
ended in conform ity with generally accepted accounting prin
ciples.
[Signature]

IN D E P E N D E N T A U D IT O R 'S R E P O R T
W e have audited th e accom panying balance sheet of X
Com pany as of D ecem ber 3 1 , 19X X , and the related state
m ents of incom e, retained earnings, and cash flows for the
year then ended. T h ese financial statem ents are the responsi
bility of the Com pany’s m anagem ent. O ur responsibility is to
express an opinion on th ese financial statem ents based on
our audit.
W e conducted o ur audit in accordance w ith gen erally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audit provides a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
X Com pany as of [at] D ecem ber 3 1 , 19X X , and the results of
its operations and its cash flow s for the year then ended in
conform ity with gen erally accepted accounting principles.
[Signature]

[Date]
IN D E P E N D E N T A U D IT O R 'S R E P O R T
W e have audited the accom panying balance sheets of X
Com pany as of D ecem ber 3 1 , 19X 2 and 19X 1, and the related
statem ents of incom e, retained earnings, and cash flows for
the years then ended. These financial statem ents are the
responsibility of the Com pany’s m anagem ent. O ur responsi
bility is to express an opinion on th ese financial statem ents
based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform th e audit to obtain reasonable assurance
about w hether th e financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.

[Date]
M ost of the survey com panies present a balance sheet for 2
years and the other basic financial statem ents for 3 years.
Appropriate wording in this situation is stated in footnote 7 to
paragraph 8. An exam ple of an auditors’ standard report for an
entity presenting a balance sheet for 2 years and the other
basic financial statem ents for 3 years follows.
R E P O R T O F IN D E P E N D E N T A U D IT O R S
Board of Directors and Shareholders
The C oca-C ola Com pany
A tlanta, G eorgia
W e have audited the accom panying consolidated balance
sheets of The C o ca-C o la Com pany and subsidiaries as of
D ecem ber 3 1 , 1988 and 1987, and the related consolidated
statem ents of incom e, shareholders’ equity and cash flow s for
each of th e th ree years in the period ended D ecem ber 31,
1988. T hese financial statements are the responsibility of the
Com pany’s m anagem ent. O ur responsibility is to express an
opinion on th ese financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit a lso includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.
In our opinion, th e financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of T h e C o ca-C o la Com pany and subsidiaries at
D ecem ber 3 1 , 1988 and 1987, and th e consolidated results of
their operations and th eir cash flow s for each of the three
years in the period ended D ecem ber 3 1 , 1988, in conform ity
with generally accepted accounting principles.
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R eference To O ther Auditors

REFERENCE TO REPORT OF OTHER
AUDITORS
W hen the opinion of a principal auditor is based in part on
the report of another auditor, Section 543 of Statem ent on
Auditing Standards No. 1 provides guidance to the principal
auditor. Paragraph 7 of Section 54 3 states:
W hen the principal auditor decides that he will m ake
reference to the exam ination o f the other auditor, his
report should indicate clearly, in both the scope and opin
ion paragraphs, the division of responsibility as betw een
that portion of the financial statem ents covered by his
own exam ination and that covered by the exam ination of
the other auditor. T h e report should disclose the m agni
tude of the portion of the financial statem ents exam ined
by the other auditor. This m ay be done by stating the
dollar am ounts or percentages of one or m ore of the
following: total assets, total revenues, or other appropri
ate criteria, w hichever m ost clearly reveals the portion of
the financial statem ents exam ined by the other auditor.
The other auditor m ay be nam ed but only w ith his express
perm ission and provided his report is presented together
with that of th e principal auditor.
Paragraphs 12 and 13 of S A S No. 5 8 reaffirm the require
m ents of Section 54 3. Paragraph 13 presents an exam ple of
an auditors’ report referring to the report of other auditors. The
exam ple in paragraph 13 and additional exam ples of auditors’
reports referring to the report of other auditors follow.

IN D E P E N D E N T A U D IT O R ’S R E P O R T
W e have audited th e consolidated balance sheets of ABC
Com pany as of D ecem ber 3 1 , 19X 2 and 19X 1, and the related
consolidated statem ents of incom e, retained earnings, and
cash flows for the years then ended. These financial state
m ents are the responsibility of the Com pany’s m anagem ent.
O ur responsibility is to express an opinion on these financial
statem ents based on our audits. W e did not audit the financial
statem ents of B Com pany, a w holly-ow ned subsidiary, which
statem ents reflect total assets of $________ and $_________as
of D ecem ber 3 1 , 19X 2 and 19X 1, respectively, and total reve
nues of $________ and $_________ for the years then ended.
Those statem ents w ere audited by other auditors w hose re
port has been furnished to us, and our opinion, insofar as it
relates to the am ounts included for B Com pany, is based
solely on the report of the other auditors.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits and the report of other
auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the report of other
auditors, the consolidated financial statem ents referred to
above present fairly, in all m aterial respects, the financial
position o f AB C Com pany as of D ecem ber 31 , 19X 2 and

TABLE 6-3: REFERENCES TO OTHER AUDITORS

Examination by Other Au
ditors Covers:
Statements for branch or
consolidated subsidiary....
Statements of investee only ..
Statements for prior years
only..................................
Total Companies...........

1988

1987

1986

1985

12
5

12
12

14
10

14
12

6

8

8

7

23

32

32

33

19X 1, and the results of its operations and its cash flow s for
the years then ended in conform ity with generally accepted
accounting principles.
R E P O R T O F IN D E P E N D E N T A U D IT O R S
To the Shareholders and Board of Directors
Action Industries, Inc.
Cheswick, Pennsylvania
W e have audited th e accom panying consolidated balance
sheets of Action Industries, Inc. and subsidiaries as o f June
25, 1988 and June 2 7 , 1987, and the related consolidated
statem ents of earnings, shareholders’ equity, and cash flows
for each of th e three years in the period ended June 2 5 , 1988.
These financial statem ents are the responsibility of the Com 
pany’s m anagem ent. O ur responsibility is to express an opin
ion on th ese financial statem ents based on our audits. The
financial statem ents of an equity investee w ere audited by
other auditors w hose reports have been furnished to us. O ur
opinion, insofar as it relates to the Com pany’s net investm ent
in ($ 4 ,8 6 7 ,0 0 0 — 1987, $ 5 ,0 7 9 ,0 0 0 — 1988) and equity in the
n et e a rn in g s
($ 9 1 0 ,0 0 0 — 1 9 8 6 , $ 4 5 2 ,0 0 0 — 1 9 8 7 ,
$2 12 ,0 00— 1988) of the investee, is based, in part, on the
reports of the other auditors.
W e conducted our audits in accordance with g en erally
accepted auditing standards. Those standards require th at w e
plan and perform th e audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe th at our audits and the reports of
other auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the reports of other
auditors, th e financial statem ents referred to above present
fairly, in all m aterial respects, the consolidated financial posi
tion of Action Industries, Inc. and subsidiaries at June 2 5 , 1988
and June 2 7 , 1987, and the consolidated results of their opera
tions and cash flow s for each of the three years in the period
ended June 25 , 1988 in conform ity with generally accepted
accounting principles.
As discussed in N ote A to the financial statem ents, the
Com pany changed its m ethod of inventory costing in 1988.
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R E P O R T O F IN D E P E N D E N T A C C O U N T A N T S
To the Stockholders and Board of Directors of
S lattery G roup Inc.
W e have audited th e accom panying consolidated balance
sheets of T he S lattery G roup Inc. (form erly A lpha Portland
Industries, Inc.) and Subsidiaries as of D ecem ber 31, 1988
and 1987, and the related consolidated statem ents of opera
tions, stockholders’ equity and cash flow s for the years ended
D ecem ber 31 , 1988, 19 87 and 1986. T hese financial state
m ents are the responsibility of the Com pany’s m anagem ent.
O ur responsibility is to express an opinion on these financial
statem ents based on our audits. W e did not audit the 1987 and
1986 financial statem ents of certain joint ventures in which the
Com pany participates, which statem ents reflect net assets
and revenues of which th e Com pany’s proportionate share
constitutes 3% and 2% , respectively, of th e 1987 consolidated
assets and revenues and 4% and 7% , respectively, of the
1986 consolidated assets and revenues. Those statem ents
w ere audited by other auditors w hose reports have been
furnished to us, and our opinion, insofar as it relates to the
am ounts included for such joint ventures, is based solely on
the reports of th e other auditors.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require th at w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe that our audits and the reports of
other auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the reports of other
auditors, th e financial statem ents referred to above present
fairly, in all m aterial respects, the consolidated financial posi
tion of S lattery G roup Inc. and Subsidiaries as of D ecem ber
31 , 1988 and 1987, and the consolidated results of their
operations and th eir cash flow s for the years ended D ecem ber
3 1 , 1 9 8 8 , 1 9 8 7 an d 1 9 8 6 in co n form ity w ith g e n e ra lly
accepted accounting principles.
As discussed in N ote 7 to th e consolidated financial state
m ents, the Com pany has been nam ed as a defendant in an
action alleg in g th a t th e C om pany w rongfully term inated
m edical and life insurance benefits for retired em ployees of
the discontinued C em ent and A ggregates Division. It is not
possible at present for the Com pany to predict the outcom e or
the range of potential loss, if any, which m ight result from this
action. Accordingly, no provision for any liability th at m ay
result from this action has been m ade in the accom panying
financial statem ents.
R E P O R T O F IN D E P E N D E N T C E R T IF IE D P U B L IC
A C C O U N TA N TS
To th e Shareholders and Directors of Sonoco Products Com 
pany:
W e have audited the accom panying consolidated balance
sheets of Sonoco Products Com pany and Subsidiaries as of
D ecem ber 31 , 1988 and 1987, and the related consolidated
statem ents of incom e, changes in shareholders’ equity, and

cash flow s for each of the th ree years in the period ended
D ecem ber 31, 1988. T h ese financial statem ents are the re
sponsibility of the Com pany’s m anagem ent. O ur responsibility
is to express an opinion on these financial statem ents based
on our audits. W e did not audit the consolidated financial
statem ents of Sonoco U .K . Ltd. Inc., a w holly-ow ned subsid
iary, which statem ents reflect total assets of $ 5 3 ,2 5 6 ,0 0 0 and
$ 6 9 ,1 6 4 ,0 0 0 as of D ecem ber 3 1 , 1988 and 1987, respectively,
and total sales of $ 9 5 ,1 1 7 ,0 0 0 , $ 8 4 ,5 2 7 ,0 0 0 and $ 7 3 ,9 3 0 ,0 0 0
for the years ended D ecem ber 31, 1988, 1987 and 1986.
Those statem ents w ere audited by other auditors whose re
port has been furnished to us, and our opinion, insofar as it
relates to the am ounts included for Sonoco U .K. Ltd. Inc., is
based solely on the reports of the other auditors.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating th e overall financial statem ent
presentation. W e believe th at our audits and the report of other
auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the report of other
auditors, th e financial statem ents referred to above present
fairly, in all m aterial respects, the consolidated financial posi
tion of Sonoco Products Com pany and Subsidiaries as of
D ecem ber 3 1 , 1988 and 1987, and the consolidated results of
their operations and their cash flow s for each of the three
years in the period ended D ecem ber 3 1 , 1988, in conform ity
with generally accepted accounting principles.

R E P O R T O F IN D E P E N D E N T A U D IT O R S
The Stockholders and Board of Directors
W hirlpool Corporation
Benton Harbor, M ichigan
W e have audited the accom panying consolidated balance
sheets of W hirlpool Corporation and subsidiaries as of D e
cem ber 31 , 1988 and 1987, and the related consolidated
statem ents of earnings, stockholders’ equity, and cash flows
for each of the th ree years in the period ended D ecem ber 31,
1988. These financial statem ents are the responsibility of the
com pany’s m anagem ent. O ur responsibility is to express an
opinion on these financial statem ents based on our audits. W e
did not audit the financial statem ents of Inglis Lim ited for 1988,
which statem ents reflect total assets and total revenues con
stituting 4 .0 % and 7.9 % of the related consolidated totals. W e
did not audit the financial statem ents of W hirlpool Acceptance
C orp o ratio n and Inglis L im ited , both co n so lid ated sub
sidiaries, for 1987 and 1986, which statem ents com bined
reflect total assets constituting 3 3 .2% in 1987 and total reve
nues constituting 9.7 % in 1987 and 8.1 % in 1986 of the related
consolidated totals. Those statem ents w ere audited by other
auditors w hose reports have been furnished to us, and our
opinion, insofar as it relates to the am ounts included for Inglis
Lim ited and for W hirlpool Acceptance Corporation, is based
solely on the reports of the other auditors.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e

429

Uncertainties

plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe that our audits and the reports of
other auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the reports of other
auditors, the financial statem ents referred to above present
fairly, in all m aterial respects, the consolidated financial posi
tion of W hirlpool Corporation and subsidiaries at D ecem ber
31, 1988 and 1987, and th e consolidated results of their
operations and th eir cash flows for each of the th ree years in
the period ended D ecem ber 31 , 1988, in conform ity with
generally accepted accounting principles.
As described in notes 1 and 9 to the financial statem ents,
W hirlpool Corporation changed its m ethod of accounting for
incom e taxes in 1987, and began consolidation of all m ajorityowned subsidiaries in 1988, retroactively to 1986.

DEPARTURE FROM A PROMULGATED
ACCOUNTING PRINCIPLE
If financial statem ents contain a departure from generally
accepted accounting principles because the application of
generally accepted accounting principles would cause the
financial statem ents to be m isleading, Rule 20 3 of the A IC PA
Code of Professional Ethics states that an auditor must dis
close the departure. Statem ent on Auditing Standards No. 58
does not require a qualified opinion but does require that the
departure be disclosed in a separate paragraph of the au
ditors’ report. An exam ple of an auditors’ report which includes
a Rule 20 3 departure disclosure follows.
R E P O R T O F IN D E P E N D E N T P U B L IC A C C O U N TA N TS

As described in N ote 3, in M ay 1987, the Com pany ex
changed shares of its com m on stock for $ 5 ,0 6 0 ,00 0 of its
outstanding public debt. T h e fair value of the comm on stock
issued exceeded the carrying am ount of the debt by $ 4 66 ,0 00 ,
which has been shown as an extraordinary loss in the 1987
statem ent of operations. B ecause a portion of th e debt ex
changed w as convertible debt, a literal application of S tate
m ent of Financial Accounting Standards No. 84, “Induced
Conversions of C onvertible D eb t,” would have resulted in a
further reduction in net incom e of $ 3 ,6 1 1 ,0 0 0 which would
have been offset by a corresponding $ 3 ,6 1 1 ,0 0 0 credit to
additional paid-in capital; accordingly, there would have been
no net effect on stockholders’ investm ent. In the opinion of
Com pany m anagem ent, with which w e agree, a literal applica
tion of accounting literature would have resulted in m isleading
financial statem ents th at do not properly portray the econom ic
consequences of the exchange.
In our opinion, the consolidated financial statem ents re
ferred to above present fairly in all m aterial respects, the
financial position of O ak Industries Inc. and Subsidiaries as of
Decem ber 3 1 , 1988 and 1987, and the results of their opera
tions and their cash flow s for each of the three years in the
period ended D ecem b er 3 1 , 1988, in conform ity w ith generally
accepted accounting principles.

UNCERTAINTIES
Tab le 6 -4 sum m arizes the nature of uncertainties for which
auditors eith er expressed qualified opinions as required by
S tatem ent on Auditing Standards No. 2 or expressed unqual
ified opinions but added explanatory language to their reports
as required by S A S No. 58. S A S No. 58, which is effective for
auditors’ reports issued or reissued on o r after January 1,
1989, does not require auditors to express qualified opinions
concerning uncertainties but does require that uncertainties
be disclosed in a separate paragraph following the opinion
paragraph. Paragraphs 16 -3 3 of S A S No. 5 8 and S A S No. 59
discuss uncertainties. Exam ples o f uncertainty disclosures
follow.

To the Stockholders and Board of Directors of O ak Industries
Inc.:
W e have audited th e consolidated balance sheets of O ak
Industries, Inc. and Subsidiaries (the “Com pany”) as of D e
cem ber 31, 1988 and 1987, and the related consolidated
statem ents of operations, stockholders’ investm ent, and cash
flows for each of the th ree years in the period ended Decem 
ber 3 1 , 1988. T hese financial statem ents are the responsibility
of the Com pany’s m anagem ent. O ur responsibility is to ex
press an opinion on th ese financial statem ents based on our
audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform th e audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting th e am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating th e overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.

T A B L E 6 -4 : U N C E R T A IN T IE S

Litigation...............................
Going concern......................
Valuation or realization of
assets...............................
Discontinued operations........
Income tax liability................
Other....................................

Total Uncertainties.........
Total Companies...........

1988

1987

1986

1985

11
8

10
13

12
11

18
13

2

3
1
1
4

2
6
2
5

3
5
3
4

—

1
4
26

32

38

46

23

24

30

33
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Litigation
IN D E P E N D E N T A U D IT O R S ’ R E P O R T
The Board of Directors and Stockholders
M urphy O il Corporation:
W e have audited th e accom panying consolidated balance
sheets of M urphy O il Corporation and Consolidated Sub
sidiaries as of D ecem ber 3 1 , 1988 and 1987, and the related
consolidated statem ents of incom e, stockholders’ equity and
cash flows for each of the years In the th ree-year period ended
D ecem ber 3 1 , 1988. T hese consolidated financial statem ents
are the responsibility of the Com pany’s m anagem ent. O ur
responsibility is to express an opinion on these consolidated
financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, th e financial position of
M urphy O il Corporation and Consolidated Subsidiaries at D e
cem ber 3 1 , 1988 and 1987, and the results of their operations
and their c ash flow s for each of the years in the th ree-year
period ended D ecem ber 3 1 , 1988 in conform ity with generally
accepted accounting principles.
As discussed in N ote D to the consolidated financial state
m ents, M entor Insurance Lim ited (M IL ), a Berm uda subsidiary
of O cean Drilling & Exploration Com pany (O D E C O ), a 61
percent owned subsidiary of the Com pany, is currently in
liquidation under the supervision of the Suprem e Court of
Berm uda. In M arch 1986, the liquidators of M IL filed suit
asserting various claim s against O D E C O . T h e ultim ate out
com e of the litigation cannot presently be determ ined. Accord
ingly, no liability, and loss, that m ay result upon adjudication
has been recognized in th e accom panying consolidated finan
cial statem ents.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
Note D — M entor Liquidation—
Effective D ecem ber 3 1 , 1984, O D E C O , a 61 % owned sub
sidiary, announced its intention to discontinue its casualty
insurance operations, m ost o f which w ere conducted by M en
tor Insurance Lim ited (M IL ), a B erm uda subsidiary, and
accounted for this business segm ent as discontinued opera
tions.
In June 1985, the Suprem e Court of Berm uda appointed
provisional liquidators to wind up M IL ’S business. Perm anent
liquidators w ere appointed by M IL ’S creditors in Septem ber
1985, and the liquidation of M IL is proceeding under supervi
sion of the Berm uda Court.

Prior to the discontinuance of M IL ’S business, five U .S.
banks issued approxim ately $ 1 1 0 ,0 0 0 ,0 0 0 in letters of credit
on M IL’S behalf to secure certain reinsurance obligations to
insurance com panies. During 1985 two of the banks filed suits
against O D E C O alleging, am ong other things, that O D E C O
had effectively guaranteed repaym ent of am ounts draw n
against the letters of credit. O D E C O disputed the banks’ posi
tion, but to preserve banking relationships and settle the dis
putes, it entered into an agreem ent with all the banks in
January 1986. T he agreem ent resulted in dism issal of the
suits and provides that O D E C O w ill pay the banks the principal
am ounts owed and unpaid by M IL under the letters of credit in
tw enty quarterly installm ents beginning no later than D ecem 
ber 3 1 , 1988. At D ecem ber 3 1 , 1988, am ounts draw n on the
letters of credit totaled $ 7 9 ,6 6 2 ,0 0 0 , and the outstanding bal
ance after paym ent of the first installm ent by O D E C O w as
$ 7 5 ,6 8 7 ,0 0 0 . T he agreem ent also provides for the paym ent of
interest on am ounts draw n and outstanding, fees on am ounts
undrawn, and reim bursem ent of legal and other costs, all of
which are being expensed on a current basis.
During the fourth quarter of 1987, O D E C O concluded that it
w as probable th at $ 1 0 0 ,0 0 0 ,0 0 0 will be draw n under the let
ters of credit, and that it w ill be required under the agreem ent
to pay the banks all or substantially all of the principal am ount
drawn under the letters of credit prior to any paym ents by or
recoveries from M IL Accordingly, O D E C O estim ated it will
incur a $ 1 0 0 ,0 0 0 ,0 0 0 loss under the agreem ent with the
banks, and the consolidated financial statem ents for the year
ended D ecem ber 3 1 , 1987 included a provision for this loss,
which reduced net incom e $ 6 1 ,0 9 6 ,0 0 0 , $1.81 a share. Pay
ments or recoveries, if any, from M IL with regard to the letters
of credit will be recognized in th e consolidated financial state
m ents w hen received.
On M arch 3 , 1986, the liquidators of M IL filed suit (M IL
Litig ation ) in th e U .S . D istrict C o u rt, E astern D istrict of
Louisiana, against O D E C O , its w holly ow ned subsidiary M en
tor Holding Corporation (M H C ), certain of their officers and
directors, one form er officer and director of M H C and M IL, and
an unrelated insurance com pany. T he liquidators alleg e fraud,
negligent m isrepresentation by O D E C O and other defen
dants, and liability under th e fed eral R acketeer influenced and
Corrupt O rganizations Act (R IC O ) in connection with the
financial statem ents of M IL and M H C for 1982 and certain
subsequent years. T he liquidators seek to recover as actual
dam ages the net debts of M IL incurred after February 1983,
which the plaintiffs claim to be approxim ately $ 2 0 0 ,0 0 0 ,0 0 0 ,
together with interest, attorneys’ fees and costs, trebled pur
suant to R IC O , and punitive dam ages of $ 1 0 0 ,0 0 0 ,0 0 0 . The
suit also alleges control and dom ination of M IL by O D E C O and
breach of duty by the individual defendants, for which the
plaintiffs seek to recover an am ount equal to M IL ’S total net
deficiency, which the liquidators claim to be approxim ately
$ 5 0 0 ,0 0 0 ,0 0 0 .
The liquidators of M IL have issued a R eport to Creditors
dated July 2 0 , 1988 (the R eport), including a June 3 0 , 1988
Unaudited Estim ated Statem ent of A ffairs th at carries M IL’S
assets at $ 1 9 0 ,0 0 0 ,0 0 0 ; how ever, no accrual is included for
future investm ent or other incom e, and the asset estim ate
includes only $ 9 ,6 0 0 ,0 0 0 (w hich is secured) in respect of
$1 1 5 ,0 0 0 ,0 0 0 gross book value of reinsurance receivables.
Relying on an actuarial evaluation as of June 30, 1986 re

Uncertainties

ferred to in the Report th at estim ated M IL ’S gross unpaid and
future liabilities to and beyond the ye ar 20 0 4 at $ 6 8 6 ,0 0 0 ,0 0 0 ,
the liquidators forecast an estim ated deficiency to unsecured
creditors of $ 4 9 6 ,0 0 0 ,0 0 0 .
IN D E P E N D E N T A U D IT O R ’S R E P O R T
Board of Directors and Stockholders
Tesoro Petroleum Corporation
W e have audited the accom panying consolidated balance
sheets of Tesoro Petroleum Corporation and subsidiaries (the
Com pany) as of S ep tem b er 3 0 1988 and 1987, and the related
consolidated statem ents of operations, com m on stock and
other stockholders’ equity and cash flow s for each of the three
years in the period ended Septem ber 3 0 , 1988. T hese finan
cial statem ents are th e responsibility of the Com pany’s m an
agem ent. O ur responsibility is to express an opinion on these
financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
Tesoro Petroleum Corporation and subsidiaries at Septem ber
3 0 , 1988 and 1987, and the results of th eir operations and their
cash flow s for each of the three years in the period ended
S eptem ber 30, 1988 in conform ity with generally accepted
accounting principles.
As discussed in N ote I to the financial statem ents, the
Com pany has tw o contracts with the S tate of A laska (S tate) for
the purchase of S tate royalty crude oil for its refining opera
tions. U nder the contract term s, th e Com pany m ay be required
to pay the S tate additional am ounts for the crude oil if the S tate
prevails in continuing litigation (to which the Com pany is not a
party) betw een the S tate and producers of the crude oil. The
S tate has indicated it will pursue new legal theories in this
litigation against the producers w hich, if successful, could
result in m aterial liabilities under the contracts with the State
which have not been accrued by th e Com pany. T he Com pany
contends that its liability under the contract term s should not
be increased by th e fin al resolution of th ese new legal
theories. T he Com pany, how ever, is unable to predict the
ultim ate outcom e of its contractual dispute with the State.
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purchase approxim ately 8 0 ,0 0 0 barrels per day. In February
1986, Tesoro A laska exercised its contractual right to suspend
purchases of 2 9 ,0 0 0 barrels per day of A laskan North Slope
royalty crude oil for an indefinite period beginning in August
1986.
The contracts for th e purchase of North Slope royalty crude
oil include provisions which could require Tesoro Alaska to
pay the S tate additional retroactive am ounts if the S tate pre
vails in current litigation betw een the S tate and the producers
of North Slope crude oil (the A m erada Hess litigation). In that
case, the S tate contends th at the producers should use a
different m athem atical form ula to determ ine the average price
of North Slope crude oil. T h e Com pany has accrued an esti
m ated liability for this dispute and contends that its obligation
under the contracts is lim ited to this dispute. In addition, in
fiscal 1986 the S tate indicated it would pursue other legal
theories in the A m erada Hess litigation which, if successful,
could result in substantially greater liabilities fo r Tesoro A las
ka. No accruals have been m ade for the liability, if any, which
m ay result from th ese additional theories. Tesoro A laska is not
a party to th e A m erada Hess litigation and the S tate has
re u s ed to quantify or estim ate the am ounts which it m ay
contend Tesoro A laska ow es as a result of the contractual
provisions and the A m erada Hess litigation. T he Com pany
contends in an adm inistrative proceeding that its contractual
liability does not include the new legal theories which the State
m ay pursue in the A m erada Hess litigation. T he Com pany
cannot at this tim e estim ate the am ount of the liability, if any,
which m ay result from th ese additional theories.

Going Concern
R E P O R T O F IN D E P E N D E N T C E R T IF IE D P U B L IC
A C C O U N TA N TS
To The Am erican Ship Building Com pany
W e have audited the accom panying consolidated balance
sheets of The A m erican Ship Building Com pany and sub
sidiaries as of Septem ber 3 0 , 1988 and 1987, and the related
consolidated statem ents of operations, stockholders’ equity
and cash flow s for each of the three years in the period ended
Septem ber 3 0 , 1988. T h ese financial statem ents are the re
sponsibility of the Com pany’s m anagem ent. O ur responsibility
is to express an opinion on th ese statem ents based on our
audit.

S tate of Alaska

W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audits to obtain reasonable assurance
about w hether the consolidated financial statem ents are free
of m aterial m isstatem ent. An audit includes exam ining, on a
test basis, evidence supporting the am ounts and disclosures
in the consolidated financial statem ents. An audit also in
cludes assessing the accounting principles used and signifi
cant estim ates m ade by m anagem ent, as w ell as evaluating
the overall financial statem ent presentation. W e believe that
our audits provide a reasonable basis for our opinion.

Tesoro A laska Petroleum Com pany, a w holly-ow ned sub
sidiary of the Com pany, has two contracts with the S tate of
Alaska (the S tate) for the purchase of Alaskan North Slope
royalty crude oil for its refining operations. At current levels of
North Slope production, the contracts en able Tesoro Alaska to

In our opinion, th e financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of T he Am erican Ship Building Com pany and
subsidiaries as of Septem ber 3 0 , 1988 and 1987, and the
results of their operations and their cash flows for each of the

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note I (In Part): Commitments an d Contingencies
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three years in the period ended September 3 0 , 1988, in con
formity with generally accepted accounting principles.
As discussed in N ote 8 to the consolidated financial state
m ents, the Com pany is a defendant in a law suit alleging that
excess pension plan assets, which reverted to the Com pany
when the plan w as term inated, should have been distributed
to the plan participants. This litigation is in the early stages of
discovery, and the ultim ate outcom e cannot presently be de
term ined. Accordingly, no provision for any liability th at m ay
result upon adjudication has been m ade in the accom panying
consolidated financial statem ents.
The accom panying consolidated financial statem ents have
been prepared assum ing th at the Com pany will continue as a
going concern. T h e C om pany has sustained significant losses
in the last two years and, as discussed in N ote 9 to the
consolidated financial statem ents, the Com pany has given
notice to its lenders of events which constitute default under its
credit agreem ent. In addition, the Com pany does not currently
have any significant long-term contracts. These factors raise
substantial doubt about th e Com pany’s ability to continue as a
going concern. T h e consolidated financial statem ents do not
include any adjustm ents th at m ight result from th e outcom e of
this uncertainty.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS
8. Litigation:
In 1984, the Com pany term inated a pension plan covering
its Am Ship Division em ployees. Plan participants w ere fully
vested in their accrued benefits under the plan, the values of
which w ere determ ined under th e plan’s benefit form ula by the
actuary. Participants and beneficiaries received either a lump
sum settlem ent or coverage under an annuity contract, pur
suant to th eir individual elections. Paym ent of these accrued
benefits w as funded from plan assets. At the tim e of term ina
tion, plan assets exceeded am ounts necessary to fund bene
fits due to the plan participants and beneficiaries under the
plan’s benefit form ula and term ination provisions. T hese ex
cess plan assets, to talling $ 3 ,5 3 7 ,0 0 0 , w ere returned to the
Com pany by the plan trustee in fiscal 1984.
In January 1987, the Com pany w as nam ed as a defendant
in a law suit filed in the United S tates District Court, Northern
District of O hio, by form er Am Ship Division em ployees suing
on behalf of them selves and all other persons sim ilarly situ
ated. The plaintiffs a lleg e th at th e excess plan assets should
have been distributed to th e plan participants and benefi
ciaries. T hey seek recovery of the excess plan assets plus
interest, costs and attorneys fees and punitive dam ages of $8
million.

ate have been established and, in the aggregate, are not
m aterial to the Com pany’s financial position. W ith respect to
this litigation, the Com pany believes that it has adequate legal
defenses or insurance coverage and b elieves that the ultim ate
outcom e w ill not have a m aterial adverse effect on the C om 
pany’s consolidated financial position.
9. Debt:
Long-Term Debt
At Septem ber 30 , 1987, the Com pany’s long-term debt
consisted of industrial revenue bonds bearing interest at
seven percent. T h e final paym ent of $ 2 0 0 ,0 0 0 on this obliga
tion w as m ade in the fourth quarter of fiscal 1988.
Credit A greem ents
During the three years ended April 1 , 1987, the Com pany
had a $ 3 0 million revolving credit agreem ent with a group of
tw elve banks. T he Com pany did not borrow any funds under
this credit agreem ent. T h e Com pany paid com m itm ent and
agent’s fees related to this agreem ent of $ 8 4 ,0 0 0 in fiscal
1987 and $ 1 6 9 ,0 0 0 in fiscal 1986.
Effective M ay 7, 1987, the Com pany entered into a $1 5
million revolving credit agreem ent with two banks. This agree
m ent requires th e paym ent of com m itm ent fees of 0 .5 percent
on the averag e unused balance and also requires the pay
m ent of an agent bank fee . T h e total of such fees w as $ 9 5 ,0 0 0
in fiscal 1988 and $ 2 0 ,0 0 0 in fiscal 1987. Borrowings under
this credit facility are secured by the assets of the Com pany,
title to which w ill be held by th e banks until the earlier occurr
ence of (i) the full repaym ent of borrowings or (ii) the satisfac
tion by th e Com pany of specified financial conditions. The
maximum interest rate on borrowings is 1.25 percent over the
agent bank’s b ase lending rate, based on the Com pany’s
financial condition, as m easured by its tangible net w orth,
working capital, current ratio and debt to equity ratio.
In fiscal 1988, the Com pany borrowed funds under this
credit facility. T h e averag e debt outstanding on a daily basis
w as $ 2 ,4 5 5 ,0 0 0 . T he w eighted average interest rate on bor
rowings w as 1 0 .7 5 percent. T he m axim um borrowings out
standing during fiscal 1988 w as the S eptem ber 3 0 , 1988
balance of $ 1 0 .8 m illion. U nder the agreem ent, the available
credit is reduced by outstanding letters of credit issued to
support construction contracts in progress. At S eptem ber 30,
1988, th ese letters of credit totalled $ 4 .2 million.

T he Com pany is vigorously contesting this litigation, which
currently continues in the discovery stage. T he Com pany
believes it has m eritorious defenses to th e allegations m ade
by the plaintiffs and no provision for loss has been m ade in the
accom panying financial statem ents.

The credit agreem ent w as am ended during fiscal 1988,
converting the facility from a revolving credit arrangem ent to a
dem and note. U nder the am ended agreem ent, the Com pany
is required to satisfy specified financial conditions and is also
required to liquidate its indebtedness to specified m axim um
lim its. At Septem ber 3 0 , 1988, th e Com pany had satisfied ail
these requirem ents except for the working capital covenant.
Subsequent to th at d ate, the Com pany has not m aintained its
com pliance as to m axim um indebtedness. In addition, the
tangible net worth requirem ent w as not m et by the Com pany
as of Novem ber 8 , 1988. T h e Com pany has given notices to
the agent bank of its failure to satisfy th ese requirem ents.

The Com pany is engaged in num erous other legal actions
arising in the ordinary course of its business. T he most preva
lent of such actions relate to the Com pany’s use of asbestos in
the repair and construction of ships from the 19 40’s to the
1960’s. Reserves which the Com pany b elieves are appropri

in addition to th e restrictions described above, this credit
facility places restrictions on th e Com pany’s ability to acquire
or dispose of assets, m ake certain investm ents, en ter into
leases and pay dividends. A t Septem ber 3 0 , 1988 the credit
agreem ent disallow ed the paym ent of dividends.

U ncertainties

Realization Of Assets
IN D E P E N D E N T A U D IT O R S ’ R E P O R T
Armco, Its Shareholders and Directors:
W e have audited the statem ent of consolidated financial
position of Arm co Inc. and consolidated subsidiaries as of
D ecem ber 31, 1988 and 1987 and the related consolidated
statem ents of incom e and shareholders’ equity for each of the
three years in th e period ended D ecem ber 3 1 , 1988, of cash
flows for the year ended D ecem b er 3 1 , 1988 and of changes in
financial position for th e years ended D ecem ber 3 1 , 1987 and
1986. These financial statem ents are the responsibility of the
Com pany’s m anagem ent. O ur responsibility is to express an
opinion on these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free o f m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting th e am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, such consolidated financial statem ents pre
sent fairly, in ail m aterial respects, the financial position of
Armco Inc. and consolidated subsidiaries at D ecem ber 31,
1988 and 1987 and the results of their operations for each of
the three years in the period ended D ecem ber 3 1 , 1988, their
cash flow s for the ye ar ended D ecem ber 3 1 , 1988 and their
changes in financial position for the years ended Decem ber
31, 1987 and 1986, in conform ity with generally accepted
accounting principles.
As discussed in N ote 2 to the financial statem ents, the
Com pany’s ability to recover its investm ent in and advances to
Armco Financial Services G roup is dependent upon certain
future events. T he possible effects of this uncertainty cannot
presently be determ ined. Accordingly, no provision for any
loss that m ay result from the resolution of this m atter has been
m ade in the accom panying financial statem ents.
As discussed in N otes 1 and 3 to the financial statem ents, in
1988 the Com pany changed (a) its m ethod of accounting for
inventory to include in inventory costs certain overhead costs
previously charged directly to expense; (b) its application of
generally accepted accounting principles to present a state
m ent of cash flows in place of a statem ent of changes in
financial position; a n d , (c) its m ethod of accounting for incom e
taxes.
NO TES TO FIN A N C IA L STATEM ENTS
Note 2 (In Part): Arm co Financial Services Group (AFSG)
In 1984, Arm co announced its intention and adopted a plan
to dispose of A FS G , which then included Arm co’s finance
leasing and insurance subsidiaries. Subsequently, Armco has
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sold or otherw ise liquidated a substantial portion of its finance
leasing operations and a portion of its insurance operations.
AFSG currently consists prim arily of (1) insurance com panies
which Arm co intends to sell and which continue underwriting
activities (A FSG com panies to be sold), and (2) com panies
that have stopped w riting new business for retention and are
being liquidated (runoff com panies).
In connection with the plan of disposition, Arm co recorded a
provision for estim ated future net losses involved in discon
tinuing A FS G . During 1988, Arm co accrued liabilities of $4 4 .0
for future capital contributions to the runoff com panies, of
which $ 2 5 .5 w as paid. T he rem aining $ 1 8 .5 is included in
O ther accruals in Arm co’s Statem ent of Consolidated Finan
cial Position. During th e years ended D ecem ber 31, 1988,
1987 and 1986, Arm co recorded changes in its estim ates of
future net losses, including accruals of future capital contribu
tions, related to discontinuing A FSG of $4 4 .0 , $ 5 5 .0 and
$2 1.0. As of D ecem ber 3 1 , 1988, Arm co believes, based on
current facts and circum stances, including the opinion of out
side actuaries, that future changes in estim ates of such net
losses relating to the ultim ate disposition of the runoff com 
panies will not be m aterial to Arm co’s financial position.
Arm co’s investm ent in A FSG is stated at an am ount eq u al to
Arm co’s equity in the net assets of A FS G . Because the sale of
the A FSG com panies to be sold is not expected to occur within
a one-year period, Arm co includes their operating results as a
com ponent of Arm co’s incom e (loss) from continuing opera
tions; how ever, because it continues to be the intent of Armco
m anagem ent to sell these operations, any net incom e from
such operations is applied to the advance account under the
cost recovery m ethod. T h e advances to A FSG are stated at
estim ated net realizab le value on ultim ate disposition of the
com panies in the group.
Arm co’s ability to recover its investm ent in and advances to
AFSG is prim arily dependent on the operations of the AFSG
com panies to be sold to the d ate of disposition and the pro
ceeds from th e u ltim ate sa le. A ccordingly, th e possible
effects, if any, on Arm co’s financial position cannot presently
be determ ined.
Currently, insurance regulators having supervisory author
ity over the A FSG insurance operations retain substantial
control over certain transactions including the sale of the
AFSG com panies to be sold and the disposition of the pro
ceeds therefrom . In addition, although the exposure from the
runoff com panies has decreased, as discussed above, to the
extent that Arm co believes any future change in estim ates will
not be m aterial to its financial position, Armco has been
advised by its independent actuaries th at their opinions on the
loss reserves of certain o f the individual runoff com panies will
continue to be qualified. In this regard, Armco has been
advised by its insurance industry consultants that the AFSG
com panies to be sold can be sold w hen the exposure from
certain reinsurance agreem ents with the runoff com panies
has been substantially reduced or the loss reserves of the
individual runoff com panies have stabilized (not currently ex
pected to occur until at least 1991) to the point the indepen
dent actuaries can issue unqualified actuarial opinions on
those individual com panies’ loss reserves.
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Income Tax Liability
R E P O R T O F IN D E P E N D E N T C E R T IF IE D P U B L IC
A C C O U N TA N TS
Board of Directors and Shareholders
Astrosystem s, Inc.
Lake Success, N ew York
W e have audited th e accom panying consolidated balance
sheets of Astrosystem s, Inc. and subsidiaries as of June 30,
1988 and June 3 0 , 1987, and the related consolidated state
ments of operations, changes in shareholders’ equity and
cash flows for each of the years in the th ree-year period ended
June 3 0 , 1988. These financial statem ents are the responsibil
ity of the Com pany’s m anagem ent. O ur responsibility is to
express an opinion on th ese financial statem ents based on
our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require th at w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
in our opinion, the financial statem ents enum erated above
present fairly, in all m aterial respects, the consolidated finan
cial position of Astrosystem s, Inc. and subsidiaries as at June
3 0 , 1988 and June 3 0 , 1987, and the results of their opera
tions, changes in shareholders’ equity and their cash flows for
each of the years in th e th ree-year period ended June 30,
1988 in conform ity with generally accepted accounting princi
ples.
As discussed in Note E[6] to the financial statem ents the
Internal R evenue S ervice has exam ined the Com pany’s tax
returns for the tax years ended August 3 1 , 1 9 8 6 , 1 9 8 5 , 1984
and 1983, and has proposed certain adjustm ents including
interest and p en altie s o f ap p ro xim ately $ 3 ,0 5 0 ,0 0 0 and
$ 1 ,100 ,0 00 , respectively. No provision for the interest and
penalties has been m ade in the accom panying financial state
ments.
As discussed in Note E[2] the Com pany, in the year ended
June 30 , 1988, adopted Statem ent of Financial Accounting
No. 87 “Em ployers’ Accounting for Pensions.’’
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note E (In Part): Contingencies a n d Commitments
2. In 1988 the Com pany adopted S tatem ent of Financial
Accounting Standards No. 8 7 “Em ployers’ Accounting for
Pensions" (“S FA S 8 7 ’’). Pension costs for fiscal 1988 have
been determ ined in accordance with S FA S 87. Adoption of
SFA S 87 has the effect of increasing fiscal 1988 net incom e by
approxim ately $ 7 0 ,0 0 0 . Pension costs and related disclo
sures for fiscal 1987 w ere determ ined under the provisions of
previous accounting principles. T he Com pany’s funding policy
is to m ake an annual contribution in conform ance with mini
mum funding requirem ents and m axim um deductible lim ita
tions.

6.
The Internal R evenue Service has exam ined the Com 
pany’s tax returns for the tax years ended August 3 1 ,1 9 8 6 ,
1 9 8 5 , 1984 and 1983, and has proposed certain adjustm ents
prim arily in connection w ith am ortization and interest on the
license discussed in note E[5] above.
The proposed adjustm ents include interest and penalties of
approxim ately $ 3 ,0 5 0 ,0 0 0 and $ 1 ,1 0 0 ,0 0 0 respectively. M an
agem ent believes that the Com pany has a valid defense
against these claim s and is vigorously contesting them . The
ultim ate outcom e of this m atter cannot presently be deter
mined. Accordingly, no provision for the interest and penalties
has been m ade in the accom panying financial statem ents.

Contract Modification Claims
IN D E P E N D E N T A U D IT O R S ’ R E P O R T
The Board of Directors
LaBarge, Inc.:
W e have audited the accom panying consolidated balance
sheets of LaB arge, Inc. as of July 3 , 1988 and June 3 0 , 1987,
and the related consolidated statem ents of operations, stock
holders’ equity (deficit), and cash flow s for the fiscal years
ended July 3 , 1988, and June 30, 1987 and 1986. T hese
financial statem ents are the responsibility of the Com pany’s
m anagem ent. O ur responsibility is to express an opinion on
these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe th at our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in ail m aterial respects, the consolidated finan
cial position of LaB arge, Inc. at July 3, 1988 and June 30,
1987, and the results of its operations and its cash flow s for the
years ended July 3, 1988 and June 30, 1987 and 1986, in
conform ity with generally accepted accounting principles.
As discussed in Note 4 to the consolidated financial state
m ents, consistent with past practices, the Com pany has unrecovered costs and estim ated additional costs to com plete
certain contracts subject to future determ ination through
negotiation of contract m odifications or other procedures.
Proposed contract m odifications have been or will be subm it
ted to the custom ers related to such unrecovered costs. The
ultim ate outcom e of the contract m odifications cannot be pres
ently determ ined. Accordingly, no gain or loss that m ay result
upon settlem ent of the contract m odifications has been recog
nized in th e accom panying consolidated financial statem ents.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
4 (In Part): Inventories
Recovery of the deferred production, initial tooling and re
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lated nonrecurring costs is dependent on the number of units
ultimately sold and actual selling prices and production costs
associated with future transactions under certain long-term
contract programs. Realization of approximately $754,000
and $403,000 of inventoried costs at July 3 , 1988 and June 30,
1987 respectively, is dependent on receipt of future firm
orders.
Further, in the normal course of the contract manufacturing
business, situations develop which require revisions to specif
ic contract specifications and, as a result, renegotiation of
pricing to allow recovery of additional costs to be or actually
incurred. During the year ended July 3 , 1988, the Company
has expensed approximately $800,000 of direct production
costs related to one contract. Consistent with past practices,
included in inventoried costs under certain long-term con
tracts are additional unrecovered costs subject to future deter
mination through negotiation of contract modifications or other
procedures not completed at the balance sheet dates. In
management’s opinion, these costs have been incurred due to
various technical discrepancies caused by customer changes
in contract requirements and term s and the resultant delays in
contract performance. Such remaining unrecovered costs,
together with estimated additional costs to complete these
contracts as of July 3, 1988, exceed existing firm contract
amounts by approximately $1,253,000. At July 3 , 1988, con
tract price m odifications relative to these contracts in excess
of the above costs have been or are being prepared for sub
mission to the custom er during fiscal 1989. Negotiations and
final pricing of these m odifications may result in the realization
of substantial financial statement gains or additional losses in
future years when final agreement is reached. The ultimate
outcome of these contract price m odifications cannot present
ly be determined but in the opinion of management such
agreements are more likely to provide financial statement
gains rather than losses.

LACK OF CONSISTENCY
Table 6-5 summarizes the accounting changes for which
auditors either expressed qualified opinions as to consistency
as required by Section 546 of Statem ent on Auditing Stan
dards No. 1 or expressed unqualified opinions but added
explanatory language to their reports as required by SAS No.
58. SAS No. 58, which is effective for auditors’ reports issued
or reissued on or after January 1, 1989, does not require
auditors to express qualified opinions as to consistency but
does require that accounting changes having a material effect
on the financial statements be disclosed in a separate para
graph following the opinion paragraph. Paragraphs 34-36 of
SAS No. 58 discuss lack of consistency. Examples of lack of
consistency disclosures follow.

Income Taxes
REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareowners and Board of Directors
of Brown & Sharpe Manufacturing Company:
We have audited the accompanying consolidated balance
sheets of Brown & Sharpe Manufacturing Company and sub
sidiaries as of December 3 1 , 1988 and December 2 6 , 1987,

TABLE 6-5: LACK OF CONSISTENCY
1986

1985

—

—

1988

1987

96
66
44

29
170
11

141
4

15
2

17
4
3
10
5
3
18

10
2
6
2
—
—
3
22

1
1
6
2
—
—
4
23

1
3
7
2
—
—
5
25

Total References/Qual
ifica tio n s.....................

266

255

182

60

Total Companies.............

198

215

164

51

Income taxes.........................
Pension cost determination...
Reporting e n tity....................
Inventories:
Capitalization of costs
formerly expensed........
LIFO discontinued............
LIFO adopted....................
Other.................................
Statement of cash flo w s.......
Insurance company contracts
Depreciation method.............
Other— described..................

—

and the related consolidated statements of income (loss) and
shareowners’ equity and cash flows for each of the three years
in the period ended December 31, 1988. These financial
statements are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on these
financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
in our opinion, the consolidated financial statements re
ferred to above present fairly, in all material respects, the
financial position of Brown & Sharpe Manufacturing Company
as of December 3 1 , 1988 and December 2 6 , 1987, and the
consolidated results of its operations and its cash flows for
each of the three years in the period ended December 31,
1988, in conform ity with generally accepted accounting princi
ples.
As discussed in Note 2 to the financial statements, the
Company changed its method of accounting for income taxes
in 1988.
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N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
(Dollars in thousands except per share data)
2 (In Part): Incom e Taxes
In 1988, the C om pany adopted Statem ent of Financial
Accounting Standards No. 9 6 “Accounting for Incom e T axes”
(SFA S 9 6 ). T h e provisions of S FA S 96, which requires an
asset and liability approach in accounting for incom e taxes,
have been applied retroactively to the beginning of fiscal 1986.
Accordingly, earnings em ployed in the business at the begin
ning of 1986 w as reduced by the cum ulative effect of $2,700 .
The change did not have a m aterial effect on the net incom e
for 1988; how ever, net loss for 1987 and 1986 increased by
$4 66 ($ .1 0 per share) and $3 5 9 ($ .0 8 per share), respectively.
Additionally, the effects of foreign currency rate changes on
the translation of restated deferred taxes have been included
in the cum ulative foreign currency translation adjustm ent
account.
IN D E P E N D E N T A U D IT O R ’S R E P O R T
The Board of Directors and Shareholders
H ecla M ining Com pany
W e have audited the accom panying consolidated balance
sheets of H ecla M ining C om pany and consolidated sub
sidiaries as of D ecem ber 3 1 , 1988 and 1987, and the related
consolidated statem ents of operations, changes in sharehold
ers’ equity and cash flow s for each of the three years in the
period ended D ecem ber 3 1 , 1988. These financial statem ents
are the responsibility of the Com pany’s m anagem ent. O ur
responsibility is to express an opinion on th ese financial state
m ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, th e financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of H ecla M ining Com pany and consolidated sub
sidiaries as of D ecem ber 3 1 , 1988 and 1987, and th e results of
their operations and cash flow s for each of the three years in
the period ended D ecem b er 3 1 , 1988 in conform ity with
generally accepted accounting principles.
As discussed in Notes 5 and 8 to the consolidated financial
statem ents, the Com pany changed its m ethod of accounting
for incom e taxes in 1988 and pension costs in 1987 as re
quired by S tatem ents of Financial Accounting Standards
issued by the Financial Accounting Standards Board.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M EN TS
Note 5 (In Part): Incom e Taxes
As described in Note 1 of N otes to Consolidated Financial

Statem ents, the Com pany prospectively adopted S tatem ent
of Financial Accounting Standards No. 96, Accounting for
incom e Taxes, effective January 1, 1988. T he effect of this
change w as to decrease net incom e by $ 1 ,4 7 3 ,0 0 0 , or $ .0 5
per share, which is reported as the cum ulative effect of the
change in accounting for incom e taxes.
Note 8 (In Part): Em ployee Benefit Plans
The Com pany and its w holly ow ned subsidiaries have pen
sion plans covering substantially ail em ployees. O ne plan
covering eligible salaried and hourly em ployees provides re
tirem ent benefits and is based on the em ployee’s com pensa
tion during the highest 3 6 m onths of the last 120 months
before retirem ent. Tw o other pension plans covering eligible
hourly em ployees provide benefits of stated am ounts for each
year of service. It is the Com pany’s policy to m ake contribu
tions to these plans sufficient to m eet the minimum funding
requirem ents of applicable law s and regulations, plus such
additional am ounts, if any, as th e Com pany and its actuarial
consultants consider appropriate. Contributions are intended
to provide not only for benefits attributed to service to date but
also for those expected to be earned in the future. Plan assets
for these plans consist principally of equity securities, insur
ance contracts and corporate and U .S . governm ent obliga
tions.
E ffective January 1, 19 87 , th e Com pany prospectively
adopted the provisions of S tatem ent of Financial Accounting
Standards No. 8 7 , Em ployers’ Accounting for Pensions. The
effect of the adoption w as to reduce 1987 pension cost by
approxim ately $ 9 1 7 ,0 0 0 , and to increase net incom e and net
incom e per share by $ 7 6 1 ,0 0 0 and $ 0 .0 3 , respectively.
IN D E P E N D E N T A U D IT O R S ’ R E P O R T
To the Stockholders and Board of Directors
of Kerr G lass M anufacturing Corporation:
W e have audited the accom panying consolidated balance
sheets of Kerr G lass M anufacturing Corporation (K err) as of
D ecem ber 3 1 , 1988 and 1987, and the related consolidated
statem ents of earnings (loss), com m on stockholders’ equity
and cash flow s for each of the years in the th ree-year period
ended D ecem ber 3 1 , 19 88 . T h ese consolidated financial
statem ents are the responsibility of the Com pany’s m anage
m ent. O ur responsibility is to express an opinion on these
consolidated financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
Kerr at D ecem ber 31 , 1988 and 1987, and the results of its
operations and its cash flow s for each of the years in the
th ree-year period ended D ecem ber 31 , 1988, in conform ity
with generally accepted accounting principles.
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As discussed in Note 4 to the consolidated financial state
ments, the Company changed its method of accounting for
income taxes in 1987.
N O TES TO F IN A N C IA L STA TEM EN TS
Note 4 (In Part): Incom e Taxes
E ffective January 1, 1987, the Com pany prospectively
adopted FASB S tatem ent No. 96 , Accounting for Incom e
Taxes. FASB S tatem ent No. 9 6 requires, am ong other things,
current recognition of the effect of changes in statutory tax
rates on previously provided deferred incom e taxes. The
cum ulative effect of this change in accounting on the Com 
pany’s financial position through D ecem ber 31 , 1986, is
$ 1 ,2 7 1 ,0 0 0 or $ .3 5 per com m on share. T he adoption of FASB
Statem ent No. 9 6 did not have a m aterial effect on 1988 and
1987 operating results, excluding the cum ulative effect dis
cussed above.

IN D E P E N D E N T A U D IT O R ’S R E P O R T
To the Stockholders and Board of Directors
Sears, Roebuck and C o.:
W e have audited the accom panying Consolidated State
m ents of Financial Position of S ears, Roebuck and Co. as of
D ecem ber 3 1 , 1988 and 1987, and the related Consolidated
Statem ents of Incom e, S hareholders’ Equity and Cash Flows
for each of the th ree years ended D ecem ber 3 1 , 1988. These
financial statem ents are the responsibility of the Com pany’s
m anagem ent. O ur responsibility is to express an opinion on
these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statem ents re
ferred to above present fairly, in all m aterial respects, the
financial position of S ears, Roebuck and Co. as of D ecem ber
3 1 , 1988 and 1987, and the results of its operations and its
cash flow s for each of the th ree years in the period ended
D ecem ber 31, 1988 in conform ity with generally accepted
accounting principles.
As discussed in note 1, th e consolidated financial state
m ents reflect the cum ulative effect on prior years of the Com 
pany’s change in accounting for incom e taxes for the year
ended D ecem ber 31, 1988 and the retroactive effect of the
Com pany’s change in accounting for certain life insurance
products.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
1. Accounting C hanges
During 1988, the com pany adopted S tatem ent of Financial
Accounting Standards (S F A S ) 9 5 “Statem ent of C ash Flow s.’’

Accordingly, Statements of Cash Flows are presented in place
of the previously reported Statements of Changes in Financial
Position.
The com pany adopted th e provisions of S FA S 9 6 “Account
ing For Incom e T axes” in th e fourth quarter of 1988. As
required, previously reported quarterly earnings for 1988 have
been restated for the effect of this change as if it had occurred
as of Jan. 1 , 1988. S FA S 9 6 requires the use of the liability
method in accounting for incom e taxes. Deferred tax assets
and liabilities are recorded based on the differences betw een
the financial statem ent and tax bases of assets and liabilities
and the tax rates in effect w hen these differences are ex
pected to reverse. T h e principal assets and liabilities giving
rise to such differences are buildings and equipm ent, insur
ance loss reserves, charge card receivables and deferred
m aintenance agreem ent incom e. Prior year financial state
m ents have not been restated for this accounting change. The
change decreased 1988 incom e from continuing operations
$1 77 .6 million, or $ .4 7 per share. This w as offset by the
cum ulative effect on prior years of $ 5 4 4 .2 m illion or $ 1 .4 4 per
share, resulting in an increase in 1988 net incom e of $ 3 66 .6
million or $ .9 7 per share.
Also, during the fourth quarter of 1988, the com pany im
plem ented the provisions of S FA S 9 7 “Accounting and R e
porting by Insurance Enterprises for C ertain Long-Duration
Contracts and for R ealized G ains and Losses from the S ale of
Investm ents.” T h e statem ent established new accounting
standards for universal life-type, investm ent and lim ited pay
m ent contracts. T he m ajor changes resulting from the new
accounting standard are: prem ium collections on universal
life-type policies and paym ents received on investm ent con
tracts are recorded directly as deposits, sim ilar to savings
account deposits, as opposed to recording the insurance pay
m ent through prem ium revenues and related policy expense;
non-level first year contract charges are deferred and reg 
nized as revenue over the contract period; certain acquisition
costs previously expensed are now deferred; and the am or
tization period of deferred acquisition costs is lengthened.
SFA S 9 7 also requires th at realized capital gains and losses,
previously reported as other incom e, be included in revenues.
Prior year financial statem ents have been retroactively re
stated. T he effect of th ese changes w as to decrease revenues
by $ 2 .3 , $ 1 .2 and $ .9 billion and incom e from continuing
operations and net incom e by $ 7 .1 , $ 1 6 .6 and $ 1 2 .7 m illion or
$.0 2, $ .0 5 and $ .0 4 per share, in 1988, 1987 and 1986,
respectively. R etained earnings at Jan. 1, 1986 have been
reduced by the cum ulative effect on years prior to 1986 of
$1 7 .2 million.

R E P O R T O F IN D E P E N D E N T P U B L IC AC C O U N TA N TS
To the Stockholders of Kuhlm an Corporation:
W e have audited the accom panying consolidated balance
sheets of Kuhlm an Corporation and subsidiaries as of D ecem 
ber 3 1 , 1988 and 1987 and the related statem ents of earnings,
stockholders’ investm ent, and cash flow s for each of the three
years in the period ended D ecem ber 3 1 , 1988. These financial
statem ents are the responsibility of the Com pany’s m anage
m ent. O ur responsibility is to express an opinion on these
financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
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plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
in our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
Kuhlm an Corporation and subsidiaries as of D ecem ber 31,
1988 and 1987, and th e results of their operations and their
cash flow s for each of th e th ree years in the period ended
D ecem ber 31, 1988 in conform ity with generally accepted
accounting principles.
As discussed in N ote 5 to the consolidated financial state
m ents, the Com pany changed its m ethod of accounting for
incom e taxes in 1988.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S TA T E 
M E N TS
5 (In Part): Incom e Taxes

In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of Chock full o'N uts Corporation and subsidiaries
at July 3 1 , 1988 and 1987, and the consolidated results of their
operations and their cash flow s for each of the three years in
the period ended July 3 1 , 19 88 in conform ity with generally
accepted accounting principles.
As discussed in Note 8 to the financial statem ents, in the
year ended July 3 1 , 1988, the Com pany changed its method
of accounting for pension costs.

N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note 8 (In Part): Pension Plans

Earnings (loss) before incom e taxes consists of the follow
ing:
1988

1987

1986

(In thousands of dollars)
Domestic......................... .....................
Foreign........................... .....................

about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe th at our audits provide a reasonable
basis for our opinion.

$(12,636)
(1,023)

$(4,354)
(382)

$342
—

$(13,659)

$(4,736)

$342

E ffective Jan u ary 1, 1 9 8 8 , th e C om pany changed its
m ethod of accounting for incom e taxes by adopting Financial
Accounting Standards Board Statem ent No. 96, “Accounting
for Incom e T axe s.” T he cum ulative effect of applying the new
accounting standards to years prior to 1988 is included as a
cum ulative effect of change in accounting m ethod in first
quarter net earnings. T he effect of adopting the new standards
on 1988 operations w as to decrease earnings by $ 1 ,1 3 5 ,0 0 0
or $.21 per share.

The com pany and certain of its subsidiaries have non
contributory defined benefit pension plans covering all em 
ployees w ho h ave com pleted one y e ar of service, have
attained ag e tw en ty-o ne and are not covered by unionsponsored plans. The benefits are based on years of service
and the em ployees’ com pensation during the last 6 0 months
of em ploym ent. T he pension plans are funded to accum ulate
sufficient assets to provide for accrued benefits. In addition, a
subsidiary contributes to m ulti-em ployer plans which provide
defined benefits to union em ployees of the subsidiary.
In fiscal 1988, the C om pany adopted S tatem ent of Financial
Accounting Standards No. 87 , “Em ployers’ Accounting for
P en s io n s .” T h is adoption reduced pension exp en se by
$6 13 ,0 00 and reduced net loss by $ 4 0 5 ,0 0 0 ($ .0 6 per share)
for the year ended July 31 , 1988. Pension expense for the
years ended July 3 1 , 1987 and 1986 has not been restated.

R E P O R T O F IN D E P E N D E N T P U B L IC A C C O U N TA N TS

Pension Costs

To the Shareholders and the Board of Directors
of Consolidated Papers, Inc.:

R E P O R T O F IN D E P E N D E N T A U D IT O R S
The Board of Directors and Stockholders
Chock full o’Nuts Corporation
New York, New York
W e have audited the accom panying consolidated balance
sheets of Chock full o ’Nuts Corporation and subsidiaries as of
July 3 1 , 1988 and 1987, and the related consolidated state
m ents of operations, stockholders’ equity, and cash flows for
each of the three years in the period ended July 31 , 1988.
T hese financial statem ents are the responsibility of the Com 
pany’s m anagem ent. O ur responsibility is to express an opin
ion on these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance

W e have audited the consolidated balance sheets of Con
solidated Papers, Inc. and subsidiaries as of Decem ber 31,
1988 and 1987, and th e related consolidated statem ents of
incom e, reinvested earnings and cash flow s for each of the
years in the th ree-year period ended D ecem ber 31, 1988.
These financial statem ents are the responsibility of the com 
pany’s m anagem ent. O ur responsibility is to express an opin
ion on these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an-
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agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statem ents re
ferred to above present fairly, in ail m aterial respects, the
financial position of C onsolidated P ap ers, Inc. and sub
sidiaries as of D ecem ber 3 1 , 1988 and 1987, and the resuits of
its operations and its cash flow s for each of the years in the
th ree-year period ended D ecem ber 31 , 1988, in conform ity
with generally accepted accounting principles.
As discussed in N ote 2 in the N otes to Consolidated Finan
cial S tatem en ts, C o n so lid ated P ap ers, Inc. changed its
m ethod of determ ining pension costs in 1987.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M E N TS

ments, the Com pany changed its m ethod of accounting for
pension costs in 1987 as required by the provisions of S tate
m ent of Financial Accounting Standards No. 87.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
Note 14 (In Part): Pension Plans
The Com pany has several pension plans covering substan
tially all full-tim e em ployees.
Effective January 1 , 1987, th e Com pany adopted the provi
sions of S tatem ent of Financial Accounting Standards No. 87,
“Em ployers’ Accounting for Pensions” for its dom estic pen
sion plans. Pension expense w as reduced and pre-tax earn
ings increased by approxim ately $ 2 6 million in 1987 due to this
change with net incom e increased by approxim ately $ 1 5 m il
lion or $ .3 6 per share.

Note 2 (In Part): Em ployee Pension an d Benefit Plans
The com pany and its subsidiaries sponsor non-contributory
pension plans covering substantially all em ployees. R etire
m ent benefits are provided based on em ployees’ years of
service and earnings. Norm al retirem ent age is 6 5 with provi
sions for earlier retirem ent. T he com pany’s funding policy is to
contribute am ounts to th e plans w hen deductible for incom e
tax purposes. This policy generally includes am ortization of
unfunded prior service cost o ver a 10-year period.
Effective January 1 , 1987, th e com pany adopted Statem ent
of F in an cial A ccounting S tan d ard s No. 8 7 , “ Em ployers’
Accounting for Pensions.” As a result, the com pany changed
its m ethod for determ ining annual pension expense for finan
cial reporting purposes, which increased net incom e by $4 .2
million, or $ .1 0 per share.
R E P O R T O F IN D E P E N D E N T P U B L IC A C C O U N TA N TS
W e have audited th e accom panying consolidated balance
sh eet of O w ens-C orning Fiberglas Corporation and sub
sidiaries as of D ecem ber 3 1 , 1988 and 1987, and the related
consolidated statem ents of incom e, stockholders’ equity and
cash flow s for each of the three years in the period ended
D ecem ber 31, 1988. T hese financial statem ents are the re
sponsibility of the C om pany’s m anagem ent. O ur responsibility
is to express an opinion of th ese financial statem ents based
on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing th e account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe th at our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the financial position of
O w ens-Corning Fiberglas Corporation and subsidiaries as of
D ecem ber 3 1 , 1988 and 1987, and th e results of their opera
tions and their cash flow s for each of the th ree years in the
period ended D ecem ber 3 1 , 1988, in conform ity with generally
accepted accounting principles.
As discussed in N ote 14 to the consolidated financial state

IN D E P E N D E N T A U D IT O R ’S R E P O R T
To The Shareholders
Twin Disc, Incorporated
Racine, W isconsin
W e have audited the accom panying consolidated balance
sheets of Tw in Disc, Incorporated and Subsidiaries as of June
3 0 , 1988 and 1987, and the related consolidated statem ents
of operations, changes in shareholders’ equity, and cash flows
for the years ended June 3 0 , 1988, 1987 and 1986. These
financial statem ents are the responsibility of the Com pany’s
m anagem ent. O ur responsibility is to express an opinion on
these financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require th at w e
plan and perform th e audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of Tw in Disc, incorporated and Subsidiaries as of
June 3 0 , 1988 and 1987, and the consolidated results of its
operations and its cash flow s for the years ended June 30,
1 9 8 8 , 1987 and 1986 in conform ity with generally accepted
accounting principles.
As discussed in N ote K to the consolidated financial state
m ents, the Com pany changed its m ethod of accounting for
retirem ent plan expense in 1987.
N O T E S TO C O N S O L ID A T E D F IN A N C IA L S T A T E 
M EN TS
K (In Part): Retirem ent Plans
The Com pany has noncontributory, qualified pension plans
covering substantially all dom estic em ployees and contribu
tory plans covering certain foreign em ployees. Benefits are
based on years of service, and for salaried em ployees on final

440

Section 6; Independent Auditors’ Report

average com pensation. T he Com pany’s funding policy for the
plans covering d om estic em plo yees is to co n tribu te an
actuarially determ ined am ount which falls betw een the mini
mum and m axim um am ount that can be contributed for Feder
al incom e tax purposes. Plan assets consist principally of
listed equity and fixed incom e securities.
In addition, the Com pany has unfunded, nonqualified retire
m ent plans for certain m anagem ent em ployees and directors.
Benefits are based on final averag e com pensation and do not
vest until such m anagem ent em ployee or director reaches
norm al retirem ent with the Com pany.
Effective July 1 , 19 86 , the Com pany adopted the incom e
statem ent and disclosure provisions of S tatem ent of Financial
Accounting Standards No. 87 , “Em ployers’ Accounting for
Pensions.’’ T h e adoption of S FA S No. 8 7 resulted in a reduc
tion in retirem ent plan expense of $ 7 7 1 ,0 0 0 in 1987, increas
ing net earnings $ 4 1 6 ,0 0 0 ($ .1 3 per share).

Consolidation Policy
IN D E P E N D E N T A U D IT O R ’S R E P O R T
To the Board of Directors and Stockholders
Ford M otor Com pany
W e have audited th e consolidated balance sheets of Ford
M otor Com pany and Subsidiaries at D ecem ber 3 1 , 1988 and
1987, and the related consolidated statem ents of incom e,
stockholders’ equity and cash flow s for each of the three years
in the period ended D ecem ber 31, 1988. T hese financial
statem ents are the responsibility of the Com pany’s m anage
m ent. O ur responsibility is to express an opinion on these
financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform th e audit to obtain reasonable assurance
about w hether the financial statem ents are free of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve that our audits provide a reasonable
basis for our opinion.
In our opinion, th e financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of Ford M otor Com pany and Subsidiaries at D e
cem ber 31, 1988 and 1987, and the consolidated results of
their operations and th eir cash flow s for each of the three
years in the period ended D ecem ber 3 1 , 1988, in conform ity
with generally accepted accounting principles.
As required by a new statem ent of the Financial Accounting
Standards Board, in 1988 the Com pany consolidated certain
subsidiaries previously accounted for by the equity m ethod.
Financial statem ents for prior years have been restated to
conform with the 1988 presentation, as discussed in Note 1 to
the financial statem ents.

N O TES TO FIN A N C IA L STA TEM EN TS
Note 1 (In Part): Accounting Policies
Principles of Consolidation. T he com pany’s financial ser
vices and real estate subsidiaries, previously accounted for by
the equity m ethod, have been consolidated in 1988 as re
quired under th e Financial Accounting Standards Board’s
Statem ent of Financial Accounting Standards No. 94, “Con
solidation o f A ll M ajo rity-o w n ed S u b s id ia rie s .’’ M ajo rityowned subsidiaries w here control is expected to be tem porary
o r a ffilia te s th a t a re 2 0 % -5 0 % o w n ed co n tin u e to be
accounted for on an equity basis. T h e consolidated financial
statem ents reflect the assets, liabilities, operating results, and
cash flow s for two broad business segm ents: Autom otive and
Financial Services. In accordance w ith industry practice, the
assets and liabilities of th e Autom otive segm ent are classified
as current or non-current, and those of th e Financial Services
segm ent are unclassified. T h e com pany also adopted in 1988
Statem ent of Financial Accounting Standards No. 95 , “S tate
m ent of Cash Flow s.” Prior years’ financial statem ents have
been restated to conform w ith th e 1988 presentations adopted
under the new standards. T h e restatem ents had no effect on
previously reported net incom e or stockholders’ equity.
R E P O R T O F IN D E P E N D E N T A U D IT O R S
Board of Directors and Stockholders
PAC CAR Inc
Bellevue, W ashington
W e h ave au d ited th e co n so lid ated b alan ce sh eets of
PAC CAR Inc and subsidiaries as of D ecem ber 3 1 , 1988 and
1987, and the related consolidated statem ents of incom e,
stockholders’ equity and cash flow s for each of the three years
in the period ended D ecem ber 3 1 , 1988. These financial
statem ents are the responsibility of the Com pany’s m anage
m ent. O ur responsibility is to express an opinion on these
financial statem ents based on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting th e am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statem ents referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of P A C C A R Inc and subsidiaries at D ecem ber 31,
1988 and 1987, and th e consolidated results of their opera
tions and their cash flow s for each of th e three years in the
period ended D ecem b er 3 1 , 1988, in conform ity with generally
accepted accounting principles.
As discussed in N ote A to th e consolidated financial state
m ents, in 1988 the Com pany retroactively adopted FASB
Statem ent No. 94 , Consolidation of All M ajority-ow ned Sub
sidiaries, and consolidated all previously unconsolidated fi
n an ce an d le a s in g c o m p a n ie s w hich w e re p re v io u s ly
accounted for by the equity m ethod.

Lack O f Consistency

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note A (In Part): Summary o f Accounting Policies

Principles of Consolidation. The Company has adopted
FASB Statement No. 94, Consolidation of All Majority-owned
Subsidiaries. Previously unconsolidated companies include
wholly-owned subsidiaries PACCAR Financial Corp., Truck
Acceptance Corporation, PACCAR Financial Services Ltd.,
PACCAR F inancial Pty. Ltd., PACCAR Financial Ltd.,
PACCAR Leasing Corporation, PacLease Limited, PACCAR
Insurance Company Limited, PACCAR Machinery Corpora
tion and 90% owned RAILEASE Inc. All significant intercom
pany accounts and transactions are eliminated in consolida
tion. Amounts previously reported in the consolidated financial
statements for 1987 and 1986 have been restated according
ly.
Investment in VILPAC S.A., a 49% owned Mexican affiliate,
is stated at cost plus equity in its undistributed net earnings,
which represents the Company’s equity in its net assets.
INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Shareholders
Square D Company
Palatine, Illinois
We have audited the accompanying consolidated balance
sheets of Square D Company and subsidiaries as of Decem
ber 31, 1988 and 1987, and the related consolidated state
ments of income, shareholders’ equity, and cash flows for
each of the three years in the period ended December 31,
1988. These consolidated financial statements are the re
sponsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statements re
ferred to above present fairly, in all material respects, the
financial position of Square D Company and subsidiaries as of
December 3 1 , 1988 and 1987, and the results of their opera
tions and their cash flows for each of the three years in the
period ended December 3 1 ,1988, in conformity with generally
accepted accounting principles.
As discussed in Note A, the consolidated financial state
ments give retroactive effect to the Company’s adoption of
Statement of Financial Accounting Standards No. 94, “ Con
solidation of All Majority-owned Subsidiaries.”
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NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
A (In Part): Summary o f Significant Accounting Policies

Principles of Consolidation
The financial statements include the accounts of the Com
pany and all majority-owned subsidiaries in accordance with
the Statement of Financial Accounting Standards No. 94,
“ Consolidation of All Majority-owned Subsidiaries.” This stan
dard was adopted effective January 1 , 1988, and requires the
consolidation of all majority-owned subsidiaries. Accordingly,
all previously reported financial data has been restated. In
vestments in unconsolidated affiliates are accounted for by
the equity method. All significant intercompany accounts and
transactions have been eliminated. The statements are based
on years ended December 31, except for international sub
sidiaries whose fiscal years end November 30.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Tenneco Inc.:
We have audited the accompanying balance sheet of Ten
neco Inc. and consolidated subsidiaries as of December 31,
1988 and 1987, and the related statements of income, cash
flows and changes in stockholders’ equity for each of the three
years in the period ended December3 1 ,1988. These financial
statements are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on these
financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Tenneco inc. and consolidated subsidiaries as of December
3 1 , 1988 and 1987, and the results of their operations, cash
flows and changes in stockholders’ equity for each of the three
years in the period ended December 3 1 , 1988, in conformity
with generally accepted accounting principles.
As discussed in Note 1 to the financial statements, in 1988
the Company retroactively adopted Statement of Financial
Accounting Standards No. 94 which requires the consolida
tion of the Company’s wholly-owned finance subsidiaries.
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f Accounting Policies

Consolidation
The consolidated financial statements include all majorityowned subsidiaries. All significant intercompany items have
been eliminated in consolidation. Tenneco accounts for 50%
or less owned companies on the equity method of accounting.
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In 1988, Tenneco adopted Statement of Financial Account
ing Standards (“ SFAS” ) No. 94 which required consolidation
of Tenneco’s wholly-owned finance companies which had
previously been accounted fo r on the equity m ethod of
accounting. Prior period financial statements have been re
stated. The implementation of the new standard resulted in an
increase in both assets (prim arily notes and accounts receiv
able) and liabilities (prim arily short-term and long-term debt) of
$3.6 billion and $3.8 billion as of December 31, 1988 and
1987, respectively. Additionally, income before interest ex
pense and federal income taxes increased $297 million, $278
million and $245 m illion for 1988,1987 and 1986, respectively,
with no effect on net income fo r these periods.
Reference is made to Note 11 for summarized financial
information of Tenneco’s finance subsidiaries and Tenneco’s
proportionate share o f 50% or less owned com panies
accounted fo r by the equity method of accounting.

Inventories

inventories certain manufacturing overhead costs previously
charged directly to expense. The Company believes this
change provides a better matching of production costs with
re la te revenues and is consistent with inventory accounting
methods provided for in the Tax Reform Act of 1986. The
$5,841,000 ($.30 per share) cumulative effect (net of taxes) of
this change for periods prior to October 1 , 1987, was included
in net earnings for the first quarter of fiscal 1988. For the twelve
months ended September 30, 1988, the effect on earnings
before extraordinary items due to this change is immaterial.
Assuming the accounting change is applied retroactively,
pro forma amounts are:
(In thousands except amounts per share)
Twelve Months Ended September 30
Earnings before extraordinary item s...
Earnings per share before extraordi
nary items......................................
Net earnings......................................
Net earnings per share......................

1988

1987

1986

$71,787

$42,335

$13,031

$ 3.74
$71,787
$ 3.74

$

2.31 $
.77
$57,370 $16,290
$ 3.13 $
.96

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To The Stockholders
Outboard Marine Corporation;
We have audited the accompanying statement of consoli
dated financial position of Outboard Marine Corporation and
subsidiaries as of September 30, 1988 and 1987, and the
related statements of consolidated earnings, cash flows and
changes in consolidated stockholders’ investment for each of
the three years in the period ended September 30, 1988.
These financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an opin
ion on these financial statements based on our audit.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Outboard Marine Corporation and subsidiaries as of Septem
ber 30, 1988 and 1987, and the results of their operations and
their cash flows for each of the three years in the period ended
September 3 0 , 1988, in conform ity with generally accepted
accounting principles.
As discussed in notes 3 and 13 to the financial statements,
the Company changed its method of accounting for overhead
costs included in inventory in 1988 and its method of determin
ing pension costs in 1987.
NOTES TO CONSOLIDATED FIN AN C IAL STATE 
MENTS
3: Change in Accounting Principle
Effective O ctober 1, 1987, the Com pany changed its
method of accounting to include in United States produced

13
grams

(In Part): Pension and Incentive Compensation Pro

The Company and its subsidiaries have pension plans
covering a m ajority of employees. Worldwide pension calcula
tions resulted in income of $7,127,000 and $4,698,000 in 1988
and 1987, respectively, and expense of $1,083,000 in 1986.
The Company elected to adopt Statement of Financial
Accounting Standards No. 87 (SFAS No. 87), “ Employers’
Accounting for Pensions,” with respect to the United States
and Canadian pension plans, effective October 1 , 1986. The
net effect of the application of this standard decreased pen
sion expense $4,165,000 ($.12 per share after tax) for the year
ending September 30, 1987. The Company, however, con
tinues to use prior actuarial cost methods to determine con
tributions. In the United States, the Company contributes
amounts sufficient to satisfy funding requirements of the Em
ployee Retirement Income Security Act of 1974 (ERISA), as
amended.
REPORT OF INDEPENDENT ACCOUNTANTS

Board of Directors and Shareholders
Steel Technologies Inc.
We have audited the accompanying consolidated balance
sheets of Steel Technologies Inc. and subsidiaries as of
September 3 0 , 1988 and 1987, and the related consolidated
statements of income, shareholders’ equity, and cash flows
for each of the three years in the period ended September 30,
1988. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
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presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated finan
cial position of Steel Technologies Inc. and subsidiaries as of
September 3 0 ,1988 and 1987, and the consolidated results of
their operations and their cash flows for each of the three
years in the period ended September 3 0 , 1988 in conformity
with generally accepted accounting principles.
As discussed in Note 2 to the consolidated financial state
ments, the Company changed its method of accounting for
inventories.
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
2 (In Part): Inventories:

During the first quarter of fiscal 1988, the Company elected
to change the method of accounting for inventory from the
last-in, first-out (LIFO) method of inventory valuation to the
FIFO method. The FIFO method was adopted because of
volatility experienced in raw steel costs. This volatility in raw
steel costs affects the Company’s ability to project year-end
inventory with sufficient accuracy to prevent distortions in
reporting interim results of operations under the LIFO method.
The change to FIFO was made in order to avoid such volatility,
to improve interim reporting and to achieve what management
believes will be a better reflection of interim and annual operat
ing results and a greater com parability of the Company’s
operations from period to period. Our auditors expressed their
concurrence on this accounting change in their report dated
September 2, 1988, included in our filing on Form S-2 (see
Note 6).
As required by generally accepted accounting principles,
the Company has retroactively adjusted its financial state
ments for this change. If the LIFO method of inventory valua
tion had been used, earnings would have been reduced
$1,837,000 or $.26 per share in 1988, $117,000 or $.02 per
share in 1987, while increasing $304,000 or $.04 per share in
1986.

about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated finan
cial position of Hurco Companies, Inc. and Subsidiaries as of
October 3 1 , 198 8,1987 and 1986, the consolidated results of
their operations for the years then ended, their consolidated
cash flows for the year ended October 31, 1988, and the
consolidated changes in their financial position for the years
ended October 3 1 , 1987 and 1986, in conform ity with general
ly accepted accounting principles.
As discussed in Note 10 to the consolidated financial state
ments, the Company implemented Statement of Financial
Accounting Standards No. 95, Statement of Cash Flows, in
1988 on a prospective basis.
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
10. Consolidated Statem ent o f Cash Flows
In October, 1987, the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
No. 95 (SFAS 95) which requires a statement of cash flows as
part of a full set of financial statements in place of a statement
of changes in financial position. The pronouncement is effec
tive for annual financial statements for fiscal years ending after
July 15, 1988. The Company has elected to apply its provi
sions prospectively in 1988. Accordingly, the consolidated
financial statements for 1988 include a consolidated state
ment of cash flows. As permitted by SFAS 95, the consoli
dated statement of changes in financial position for the years
ended October 31, 1987 and 1986 is shown as originally
presented.
REPORT OF INDEPENDENT AUDITORS

Cash Flows
REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and Board of Directors
Hurco Companies, Inc.
Indianapolis, Indiana
We have audited the accompanying consolidated balance
sheet of Hurco Companies, Inc. and Subsidiaries as of Octo
ber 31, 1 98 8,1987 and 1986, the related consolidated state
ments of operations and changes in shareholders’ equity for
the years then ended, the consolidated statement of cash
flows for the year ended October 3 1 , 1988, and the consoli
dated statement of changes in financial position for the years
ended October 31, 1987 and 1986. These financial state
ments are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance

To the Shareholders and Board of Directors
International Proteins Corporation
Woodbridge, New Jersey
We have audited the accompanying Consolidated Balance
Sheets of International Proteins Corporation and subsidiaries
as of December 3 1 , 1988 and 1987, and the related Consoli
dated Statem ents of Operations and Consolidated State
ments of Stockholders’ Equity for each of the three years in the
period ended December 31, 1988, the Consolidated State
ment of Cash Flows for the year ended December 3 1 , 1988
and the Consolidated Statements of Changes in Financial
Position for the years ended December 3 1 , 1987 and 1986.
These financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an opin
ion on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
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cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statements refer
red to above present fairly, in all m aterial respects, the consoli
dated financial position of International Proteins Corporation
and subsidiaries at December 31, 1988 and 1987, and the
consolidated results of their operations for each of the three
years in the period ended December3 1 ,1988, their cash flows
for the year ended December 3 1 , 1988 and changes in their
financial position for the years ended December 3 1 , 1987 and
1986 in conform ity with generally accepted accounting princi
ples.
As discussed in Note 8 of the Notes to Consolidated Finan
cial Statements, in 1988 the Company adopted the provisions
of Financial Accounting Standards Board Statement No. 95,
“ Statement of Cash Flows." As permitted by the Statement,
the Company has presented a statement of cash flows for
1988 and statements of changes in financial position for 1987
and 1986.
NOTES TO CO NSO LIDATED FIN AN C IAL STATE
MENTS
Note 8— Supplem ental Cash Flow Information

In 1988, the Company adopted Statement of Financial
Accounting Standards No. 95, “ Statement of Cash Flows.” As
permitted by Statement 95, the Company has presented a
Consolidated Statement of Cash Flows for the year ended
D ecem ber 31, 1988 and C onsolidated S tatem ents of
Changes in Financial Position for the years ended December
31, 1987 and 1986.
Cash payments for interest and income taxes for year end
ed December 31, 1988 were $2,844,000 and $1,865,000,
respectively. Cash received for interest for the year ended
December 31, 1988 was $648,000.

Depreciation Method
REPORT OF INDEPENDENT AUDITORS

Board of Directors
The Timken Company
Canton, Ohio
We have audited the accompanying consolidated balance
sheets of The Timken Company and subsidiaries as of De
cember 31, 1988 and 1987, and the related consolidated
statements of income, capital and earnings invested in the
business, and cash flows for each of the three years in the
period ended December 3 1 , 1988. These financial statements
are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated
financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account

ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
in our opinion, the financial statements referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of The Timken Company and subsidiaries at
December 3 1 , 1988 and 1987, and the consolidated results of
their operations and their cash flows for each of the three
years in the period ended December 3 1 , 1988, in conform ity
with generally accepted accounting principles.
As described in Note C to the financial statements, the
Company changed its method of computing depreciation and
its method of accounting for pensions in 1986.
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note C— Accounting Changes

Depreciation: Effective January 1, 1986, the Company
changed its method of depreciation for substantially all proper
ty, plant and equipment from accelerated methods (prim arily
double-declining balance method) to the straight-line method.
The Company b
e lie v e s the straight-line method is preferable
to the method previously used since it is more consistent with
depreciation methods used by most sim ilar industrial com
panies and, therefore, should improve com parability of finan
cia l re p o rtin g . T his change increased net incom e by
$71,165,000 ($2.88 per share) in 1986, which included the
cumulative effect on prior years of $59,473,000 ($2.41 per
share) and the a fte r-ta x e ffe ct on 1986 operations of
$11,692,000 ($.47 per share).
Pensions: In 1986, the Company elected early adoption of
the provisions of Financial Accounting Standards Board
Statements No. 87, “ Employers’ Accounting for Pensions,”
and No. 88, “ Employers’ Accounting for Settlements and Cur
tailm ents of Defined Benefit Pension Plans and for Termina
tion Benefits,” as recommended by the Financial Accounting
Standards Board. Net income increased by $5,802,000 ($.24
per share) in 1986 as a result of adopting Statement No. 87.
Under the provisions of Statement No. 88, approximately
$48,150,000 of the gain on pension term ination/reestablishment previously deferred was recognized as income. The
cumulative effect of adopting Statement No. 88 as of January
1 , 1986, was an increase to not income of $26,001,000 ($1.05
per share) in 1986.
Statement of Cash Flows: In November 1987, the Financial
Accounting Standards Board issued Statem ent No. 95,
“ Statement of Cash Fiows.” The Company adopted the provi
sions of the Statement in its 1988 financial statements and
restated previously reported statements of changes in finan
cial position for 1987 and 1986.

Successful Efforts Method Adopted
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Pennzoil Company:
We have audited the accompanying consolidated balance
sheet of Pennzoil Company and subsidiaries as of December
3 1 , 1988 and 1987, and the related consolidated statements

Em phasis O f A M atter

of income, shareholders’ equity and cash flows for each of the
three years in the period ended December 3 1 , 1988. These
financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan 
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Pennzoil Company and subsidiaries as of December 3 1 ,1988
and 1987, and the results of their operations and their cash
flows for each of the three years in the period ended Decem
ber 3 1 , 1988, in conform ity with generally accepted account
ing principles.
As discussed in Note 1 to the Consolidated Financial State
ments, the Company has given retroactive effect to the
change in the method of accounting for its oil and gas opera
tions. Also, as discussed in Note 4 to the Consolidated Finan
cial Statements, as of January 1 , 1986, the Company changed
its method of accounting for pensions costs.

NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
1 (In Part): Summary o f Significant Accounting Policies

Oil and Gas Producing Activities and Depreciation, Depletion
and Amortization—
Effective June 30, 1988 Pennzoil changed its method of
accounting for oil and gas operations from the full cost method
to the successful efforts method. In September 1988, Pennzoil
filed an amendment to its 1987 Annual Report on Form 10-K
which reflected the restatement of the financial statements
pursuant to this accounting change. Pennzoil’s management
concluded that the successful efforts method more appropri
ately reflects the mature nature of Pennzoil’s oil and gas
operations and enables investors and others to better com
pare Pennzoil to sim ilar oil and gas companies, the majority of
which follow the successful efforts method.
Under the successful efforts method, lease acquisition
costs are capitalized. Significant unproved properties are re
viewed periodically on a property-by-property basis to deter
mine if there has been impairment of the carrying value, with
any such impairment charged to exploration expense current
ly. All other unproved properties are generally aggregated and
a portion of such costs estimated to be nonproductive, based
on historical experience, is amortized on an average holding
period basis.
Exploratory drilling costs are capitalized pending deter
mination of proved reserves. If proved reserves are not dis
covered, the exploratory drilling costs are expensed. Other
exploration costs are also expensed. All development costs
are capitalized. Provision for depreciation, depletion and
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amortization is determined on a field-by-field basis using the
unit-of-production method. The carrying amounts of proven
properties are reviewed periodically and an impairment re
serve is provided as conditions warrant.
The change in Pennzoil’s accounting method increased
1988 net income by $44,354,000 or $1.14 per share, and 1987
net income by $2,136,000, or $.05 per share. The change
decreased 1986 net income by $44,469,000, or $1.07 per
share. As of December 31, 1987, retained earnings were
reduced by $301,584,000 as a result of the accounting
change.
Sulphur properties are generally depreciated and depleted
on the unit-of-production method, except assets having an
estimated life less than the estimated life of the mineral de
posits, which are depreciated on the straight-line method.
All other properties are depreciated on straight-line or
accelerated methods in amounts calculated to allocate the
cost of properties over their estimated useful lives.
4 (In Part): Benefit Plans

Retirement Plans—
Substantially all employees are covered by retirement plans
which provide benefits based on the participants’ years of
service and compensation or stated amounts for each year of
service. Employees in the filtration products segments are
covered by benefit plans maintained by Facet. Annual con
tributions to the plans are made in accordance with the mini
mum funding provisions of the Employee Retirement Income
Security Act of 1974.
Effective January 1 , 1986, Pennzoil changed its method of
accounting for pension cost by adopting the new requirements
of SFAS No. 87, “ Employers’ Accounting for Pensions.’’ The
change increased net income and earnings per share for 1986
by $7,325,000 and $.18, respectively. In accordance with the
new standards, financial statements prior to 1986 were not
restated.

EMPHASIS OF A MATTER
Paragraph 37 of Statem ent on Auditing Standards No. 58
states:
In some circumstances, the auditor may wish to empha
size a m atter regarding the financial statements, but
nevertheless intends to express an unqualified opinion.
For example, he may wish to emphasize that the entity is
a component of a larger business enterprise or that it has
had significant transactions with related parties, or he
may wish to emphasize an unusually important subse
quent event or an accounting m atter affecting the compa
rability of the financial statements with those of the pre
ceding period. Such explanatory information should be
presented in a separate paragraph of the auditor’s report.
Phrases such as “with the foregoing explanation” should
not be used in the opinion paragraph in situations of this
type.
Examples of auditors’ reports which include explanatory
information about the financial statements follow.
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
of Kaiser Aluminum & Chemical Corporation:
We have audited the accompanying consolidated balance
sheet of Kaiser Aluminum & Chemical Corporation (“ Succes
sor," a subsidiary of MAXXAM Inc.) and subsidiary companies
as of December 3 1 , 1988 and the related statements of con
solidated income and consolidated cash flows for the twomonth period then ended. We have also audited the accom
panying consolidated balance sheet of Kaiser Aluminum &
Chemical Corporation (“ Predecessor," a subsidiary of KaiserTech Limited) and subsidiary companies as of December 31,
1987 and the related statements of consolidated income for
the ten-month period ended October 3 1 , 1988 and the years
ended December 3 1 , 1987 and 1986, consolidated cash flows
for the ten-month period ended October 3 1 , 1988 and the year
ended December 31, 1987, and changes in consolidated
financial position for the year ended December 31, 1986.
These financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an opin
ion on these financial statements based on our audits. We did
not audit the 1986 financial statements of certain investees,
Predecessor’s investm ent in which is accounted for by the
equity method. Predecessor’s equity of $83.7 million in the net
assets of those investees at December 3 1 , 1986, and of $.6
million in the 1986 net losses of those investees is included in
Predecessor’s 1986 consolidated financial statements. The
1986 financial statements of those investees were audited by
other auditors whose reports thereon have been furnished to
us, and our opinion expressed herein, insofar as it relates to
amounts included for those investees for 1986, is based solely
upon the reports of such other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits and the reports of
other auditors provide a reasonable basis for our opinion.
In our opinion, based upon our audits and the reports of
other auditors, such consolidated financial statements pre
sent fairly, in all material respects, the financial position of
Successor and subsidiary companies at December 3 1 , 1988
and the results of their operations and their cash flows for the
two-month period then ended, and the financial position of
Predecessor and subsidiary companies at December 31,
1987 and the results of their operations for the ten-month
period ended October 3 1 , 1988 and the years ended Decem
ber 31, 1987 and 1986, their cash flows for the ten-month
period ended October 3 1 , 1988 and the year ended December
31, 1987, and the changes in their financial position for the
year ended December 3 1 , 1986 in conform ity with generally
accepted accounting principles.
As discussed in Notes 1 and 2 to the consolidated financial
statements, MAXXAM Inc. acquired KaiserTech Limited in a
purchase transaction deemed to be effective as of October 31,
1988. Push-down accounting has been applied to the financial
statements of Successor, and Successor has recorded the

assets and liabilities of Predecessor at estimated fair values.
Accordingly, the consolidated financial statements of Succes
sor are not comparable to those of Predecessor.
As discussed in Note 3 to the consolidated financial state
ments, in 1988 Predecessor changed its consolidation policy
for m ajority-owned subsidiaries to conform with Financial
Accounting Standard (FAS) No. 94, and also changed to a
statement of cash flows in place of a statement of changes in
financial position to comply with FAS No. 95. The 1987 con
solidated financial statements and the 1986 consolidated bal
ance sheet have been revised from those previously issued to
reflect these changes.
As discussed in Note 13, in 1986 Predecessor changed its
method of accounting for defined benefit pension plans to
conform with FAS Nos. 87 and 88.
NOTES TO FINANCIAL STATEMENTS
1. The M erger
On October 2 7 , 1988, the stockholders of KaiserTech Lim
ited (“ KaiserTech” ) approved and adopted an Amended and
Restated Agreement and Plan of Merger, dated as of May 22,
1988, by and among MAXXAM Group Inc. (“ MAXXAM” ),
KaiserTech Acquisition Corporation (“ KaiserTech Acquisi
tion” ), and KaiserTech providing for the merger (the “ Merg
er” ) of KaiserTech Acquisition with and into KaiserTech. Kais
er Aluminum & Chemical Corporation is a subsidiary of Kaiser
Tech and is referred to as “ Predecessor” prior to the Merger
and “ Successor” after the Merger. Predecessor and Succes
sor are also referred to collectively as “ Kaiser Aluminum” or
the “ Company.” MAXXAM is a wholly owned subsidiary of
MAXXAM Inc.

The acquisition of KaiserTech by MAXXAM was financed by
$925.0 principal amount of Senior and Senior Subordinated
Increasing Rate Notes due 1991 issued by KaiserTech. The
Com pany plans to use cash from operations and from
selected asset sales, together with existing cash balances, to
reduce debt to the point that outstanding borrowings of Kaiser
Tech and Kaiser Aluminum can be refinanced with new bor
rowings having more appropriate m aturities and less restric
tive covenants.
2 (In Part): Basis o f Presentation
MAXXAM acquired control of KaiserTech on October 28,
1988. However, for financial reporting purposes, the Merger is
deemed to have occurred on October 3 1 , 1988. The use of a
date for financial reporting purposes which is three days later
than the date of the Merger does not affect significantly the
financial statements of either Predecessor of Successor.
The Merger has been accounted for as a purchase as of
October 3 1 , 1988. Push-down accounting has been applied to
reflect the MAXXAM investment in KaiserTech equity securi
ties as stockholders’ equity of KaiserTech at November 1,
1988. This push-down adjustment has also been reflected in
stockholders’ equity of the Company (see Note 10). Accord
ingly, Successor has recorded the assets and liabilities of
P redecessor a t estim ated fa ir values. The excess of
appraised fair market value of net assets acquired over pur
chase price was allocated to noncurrent assets. Because of
these adjustments, the accompanying consolidated financial
statements of Successor are not directly comparable to those
of Predecessor. The values assigned by Successor to Prede
cessor net assets are based upon prelim inary estimates and

Reports On Com parative Financial Statem ents
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may be revised during 1989, as additional information is
obtained.

agement, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
basis for our opinion.

DEPARTURES FROM UNQUALIFIED
OPINIONS

in our opinion, the 1988 financial statements referred to
above present fairly, in all material respects, the financial
position of Freeport-McMoRan Inc. and consolidated sub
sidiaries as of December 3 1 , 1988 and the results of its opera
tions and cash flow for the year then ended in conform ity with
generally accepted accounting principles.

Statement on Auditing Standards No. 58, which is effective
for auditors’ reports issued on or after January 1 , 1989, does
not require auditors to express qualified opinions as to effects
of uncertainties or as to lack of consistency. Under SAS No.
58, departures from unqualified opinions include opinions
qualified because of a scope lim itation or a departure from
generally accepted accounting principles, adverse opinions,
and disclaim ers of opinion. Paragraphs 38-72 of SAS No. 58
discuss these departures. None of the auditors’ reports issued
on the financial statements of the survey companies con
tained a qualified opinion as defined by SAS No. 58.

REPORTS ON COMPARATIVE
FINANCIAL STATEMENTS
Paragraphs 74-83 of Statem ent on Auditing Standards No.
58 discuss Reports on Comparative Financial Statements. In
this survey, there were no auditors’ reports which included
different opinions for the comparative financial statements
presented, and there were no auditors’ reports which included
opinions on prior period financial statements different from
opinions previously expressed. Eleven auditors’ reports indi
cated that a change in auditors had occurred in either the
current year or one of the two preceding years. Examples of
disclosures of changes in auditors follow.
iNDEPENDENT AUDiTORS’ REPORT
To the Stockholders and Board of Directors
of Freeport-McMoRan Inc.:

We have audited the accom panying balance sheet of
Freeport-McMoRan Inc. and co n so lid a te subsidiaries as of
December3 1 ,1988, and the related statements of operations,
cash flow and stockholders’ equity for the year then ended.
These financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an opin
ion on these financial statements based on our audit. The
financial statements of Freeport-McMoRan Inc. and consoli
dated subsidiaries as of December 3 1 , 1987 and for each of
the two years in the period ended December 3 1 , 1987, were
audited by other auditors whose report dated January 22,
1988 included a reference to a change in accounting for
majority-owned affiliates and a change in the method of com
puting pension expense.
We conducted our audit in accordance w ith generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man

REPORT OF iNDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of
DSC Communications Corporation:
We have audited the accompanying consolidated balance
sheets of DSC Communications Corporation and subsidiaries
(the Company) at December 31, 1988 and 1987 and the
related statements of income, cash flows and changes in
shareholders’ equity for the years then ended. These consoli
dated financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an opin
ion on these financial statements based on our audits. The
consolidated statements of income, changes in shareholders’
equity and cash flows of the Company for the year ended
December 31, 1986 were examined by other independent
auditors whose report dated February 1 3 ,1987, and reissued
under the date of February 1 3 ,1987 except with respect to the
matter discussed in the “ Discontinued Operations’’ note, as to
which the date is February 9 , 1989, included an explanatory
paragraph regarding purported class action lawsuits against
the Company described in the notes to the consolidated finan
cial statements.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
of material misstatements. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures
in the consolidated financial statements. An audit also in
cludes assessing the accounting principles used and signifi
cant estimates made by management, as well as evaluating
the overall financial statem ent presentation. We believe that
our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all m aterial respects, the consolidated finan
cial position of the Company at December 3 1 , 1988 and 1987,
and the consolidated results of operations and cash flows for
the years then ended in conform ity with generally accepted
accounting principles.
As described in the “ Commitment and Contingencies” note
to the consolidated financial statements a purported class
action lawsuit has been filed against the Company, the out
come of which is not certain at this time. Accordingly, no
provision for any liability that may result upon adjudication has
been made in the accompanying consolidated financial state
ments.
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IN D E PE N D E N T A C C O U N T A N T S ’ R E P O R T
To the Shareholders and
Board of Directors of
Sm ithKIine Beckm an C o rporation:
W e have audited the accom panying consolidated balance
sheets of Sm ithKIine Beckm an Corporation and subsidiaries
as of D ecem ber 3 1 , 1988 and 1987, and the related consoli
dated statem ents of earnings, sharehold ers’ equity, and cash
flows for the years then ended. T h ese financial statem ents are
the responsibility of th e Com pany’s m anagem ent. O ur re
sponsibility is to express an opinion on these financial state
m ents based on our audits. T h e consolidated financial state
m ents of Sm ithKIine Beckm an Corporation and subsidiaries
for the ye ar ended D ecem ber 3 1 , 1986, w ere audited by other
auditors, w hose report, dated February 2 3 , 1987, expressed
an unqualified opinion on those statem ents.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require that w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are fre e of m aterial
m isstatem ent. An audit includes exam ining, on a test basis,
evidence supporting th e am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e b elieve th at our audits provide a reasonable
basis for our opinion.
In our opinion, the 1988 and 1987 financial statem ents
referred to above present fairly, in all m aterial respects, the
consolidated financial position of Sm ithKIine Beckm an Cor
poration and subsidiaries as of D ecem ber 3 1 , 1988 and 1987,
and the consolidated results of their operations and their cash
flow s for th e years then ended in conform ity with generally
accepted accounting principles.

OPINIONS EXPRESSED ON
SUPPLEM ENTAL STATEM ENTS OR
SCHEDULES
T ab le 6 -6 shows th at occasionally the annual reports of the
survey com panies present eith er an auditors’ report which
expresses an opinion on both th e basic financial statem ents of
a com pany and supplem ental statem ents or schedules, or an
auditors’ report which expresses an opinion on the basic
financial statem ents and an auditors’ report which expresses
an opinion on supplem ental statem ents o r schedules.
R E P O R T O F IN D E P E N D E N T C E R T IF IE D P U B L IC
A C C O U N TA N TS

TABLE 6-6: OPINION EXPRESSED ON
SUPPLEMENTARY STATEMENTS OR
SCHEDULES
Number of Companies
Schedules presented to com
ply with SEC regulations...
Financial statements of sub
sidiaries ..............................
Historical summaries or five
year summaries of opera
tions ...................................
Other.......................................

1988

1987

1986

1985

13

18

13

14

1

5

9

5

1
3

1
4

2
4

2
2

financial statem ents, w e also have audited the consolidated
financial statem ent schedules II and V III. T h ese consolidated
financial statem ents and financial statem ent schedules are
the responsibility of the C om pany’s m anagem ent. O ur re
sponsibility is to express an opinion on th ese consolidated
financial statem ents and financial statem ent schedules based
on our audits.
W e conducted our audits in accordance with generally
accepted auditing standards. Those standards require th at w e
plan and perform the audit to obtain reasonable assurance
about w hether th e financial statem ents are free of m aterial
m isstatem ents. An audit includes exam ining, on a test basis,
evidence supporting the am ounts and disclosures in the finan
cial statem ents. An audit also includes assessing the account
ing principles used and significant estim ates m ade by m an
agem ent, as w ell as evaluating the overall financial statem ent
presentation. W e believe th at our audits provide a reasonable
basis for our opinion.
In our opinion, th e consolidated financial statem ents pre
sent fairly, in all m aterial respects, the financial position of
Am erican Building M ain ten an ce industries, Inc. and sub
sidiaries at O ctober 3 1 , 1988 and 1987, and th e results of its
operations and its cash flow s for each of the years in the
th ree-year period ended O ctober 3 1 , 1988 in conform ity with
generally accepted accounting principles. Also in our opinion,
the related financial statem ents schedules, w hen considered
in relation to th e basic consolidated financial statem ents taken
as a w hole, present fairly in all m aterial respects, th e inform a
tion set forth therein.

IN D E P E N D E N T A U D IT O R S ’ R E P O R T

To the Shareholders and Board of Directors of
Am erican Building M aintenance Industries, Inc.:

To the Board of Directors and Stockholders
of Anacom p, Inc.;

W e have audited th e accom panying consolidated balance
sheet of Am erican Building M aintenance Industries, Inc. and
subsidiaries as of O ctober 3 1 , 1988 and 1987 and the related
statem ents of incom e, shareholders’ equity, and cash flows
for each of the years in th e th ree-year period ended O ctober
31, 1988. in connection w ith our audits of the consolidated

W e have audited th e accom panying consolidated balance
sheets of Anacom p, Inc., and Subsidiaries as of Septem ber
3 0 , 1988 and 1987, and the related consolidated statem ents
of incom e, stockhold ers’ equity and cash flow s for each of the
three years in th e period ended Septem ber 3 0 , 1988. These
financial statem ents are the responsibility o f the Com pany’s

Opinion Expressed On Supplem ental D ata

management. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above
present fairly, in all m aterial respects, the financial position of
Anacomp, Inc. and Subsidiaries as of September 30, 1988
and 1987, and the results of their operations and their cash
flows for each of the three years in the period ended Septem
ber 3 0 , 1988, in conform ity with generally accepted account
ing principles.
In connection with our audit of the financial statements
referred to above, we audited the financial statement sche
dules listed under item 14(a)2. In our opinion, these financial
statement schedules present fairly, in all material respects,
the information stated therein, when considered in relation to
the financial statements taken as a whole.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors and Stockholders,
Figgie International Inc.:
We have audited the accompanying consolidated balance
sheets of Figgie International Inc. and Subsidiaries as of De
cember 31, 1988 and 1987, and the related consolidated
statements of income, stockholders’ equity and cash flows for
each of the three years in the period ended December 31,
1988. These consolidated financial statements are the re
sponsibility of the Company’s management. Our responsibility
is to express an opinion on these consolidated statements
based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statements refer
red to above present fairly, in all material respects, the finan 
cial position of Figgie International Inc. and Subsidiaries as of
December3 1 ,1988 and 1987, and the results of its operations
and its cash flows for each of the three years in the period
ended Decem ber 31, 1988 in conform ity with generally
accepted accounting principles.
As explained in Note 1 to the consolidated financial state
ments, the Company has given retroactive effect to the 1988
change in accounting to consolidate its previously unconsoli
dated subsidiaries.
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Our audits were made fo r the purpose of forming an opinion
on the consolidated financial statements taken as a whole.
The selected consolidating balance sheet and income state
ment data is presented to facilitate additional analysis of the
consolidated financial statements rather than to present the
financial position and results of operations of the individual
com panies. This inform ation has been subjected to the
auditing procedures applied in our audits of the consolidated
financial statements and, in our opinion, is fairly stated in all
material respects in relation to the consolidated financial
statements taken as a whole.

REPORT OF INDEPENDENT AUDITORS

Board of Directors and Stockholders
Vishay Intertechnology, Inc.
Malvern, Pennsylvania
We have audited the accompanying consolidated balance
sheets of Vishay Intertechnology, Inc. and subsidiaries as of
June 3 0 , 1988 and 1987, and the related consolidated state
ments of operations and retained earnings and of changes in
financial position for each of the three years in the period
ended June 30, 1988. These financial statements are the
responsibility of the Company’s management. Our responsi
bility is to express an opinion on these financial statements
based on our audits. We did not audit the financial statements
of certain consolidated subsidiaries, which statements reflect
total assets of $65,231,534 in 1988 and $52,496,576 in 1987
and net sales of $10,092,396 in 1988, $9,669,807 in 1987, and
$8,549,949 in 1986. These statements were audited by other
auditors whose reports have been furnished to us, and our
opinion, insofar as it relates to the amounts included for those
subsidiaries, is based solely on the reports of the other au
ditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the account
ing principles used and significant estimates made by man
agement, as well as evaluating the overall financial statement
presentation. We believe that our audits and the reports of
other auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the reports of other
auditors, the financial statements referred to above present
fairly, in all material respects, the consolidated financial posi
tion of Vishay Intertechnology, Inc. and subsidiaries at June
30, 1988 and 1987, and the consolidated results of their
operations and changes in their financial position for each of
the three years in the period ended June 3 0 ,1988, in conformi
ty with generally accepted accounting principles.
We have examined the pro form a adjustments reflecting the
acquisition on July 1, 1988 of the remaining 50% interest in
Dale Holdings, Inc. and the application of those adjustments to
the historical amounts in the assembly of the accompanying
pro forma consolidated balance sheet as of June 30, 1988.
Such pro forma adjustments are based upon management’s
assumptions described in Note B. Our examination was made
in accordance with standards established by the American
Institute of Certified Public Accountants, and, accordingly.
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included such procedures as we considered necessary in the
circumstances. In our opinion, management’s assumptions
provide a reasonable basis for presenting the significant
effects of the above-mentioned transaction, the related pro
forma adjustments give appropriate effect to those assump
tions, and the pro form a consolidated balance sheet reflects
the proper application of those adjustments to the historical
financial statements.
NOTES TO CONSOLIDATED FIN AN C IAL STATE
MENTS
Note B (In Part): Acquisitions

The Company purchased for cash the remaining 50% in
terest in Dale from Mezzanine for $10.8 m illion on July 1 , 1988
and will begin consolidating Dale as of that date. The acquisi
tion was financed with additional bank borrowings. A pro
forma consolidated balance sheet, which appears on pages
18 and 19, has been prepared by Vishay’s management
based on the historical financial statements of Vishay and
Dale. The objective of this pro form a financial information is to
show what the significant effects on the historical financial
information might have been assuming the transaction oc
curred at June 3 0 ,1988. Pro forma adjustments include the (a)
elimination of the Company’s equity in and advances to Dale,
(b) elim ination of all intercompany amounts, (c) additional
goodwill ($6.5 m illion), (d) additional debt ($10.8 million) and
(e) unfunded pension liability ($1.8 m illion) arising from the
acquisition.

REPORTS OF AUDIT COMMITTEES AND
MANAGEMENT

The Audit Committee is satisfied with the adequacy of the
internal control system and that the stockholders of General
Mills are protected by appropriate accounting and auditing
procedures.
Chairman, Audit Committee

MONSANTO COMPANY
AUDIT COMMITTEE REPORT

The Audit Committee is composed of five non-employee
members of the Board of Directors and met three times in
1988. It reviews and m onitors Monsanto’s internal controls,
financial reports, accounting practices and the scope and
effectiveness of the audits performed by the independent
auditors and internal auditors. The Committee also recom
mends to the full Board of Directors the appointment of Mon
santo’s principal independent auditors and approves in ad
vance all significant audit and non-audit services provided by
such auditors. As ratified by shareowner vote at the 1988
Annual Meeting, Deloitte Haskins & Sells was appointed as
independent auditors to examine, and express an opinion as
to the fair presentation of, the consolidated financial state
ments. This opinion appears below.
The Audit Committee discusses audit and financial report
ing matters with representatives of the Company’s financial
management, its internal auditors and Deloitte Haskins &
Sells. The internal auditors and Deloitte Haskins & Sells meet
with the Committee, with or without management representa
tives present, to discuss the results of their examinations, the
adequacy of Monsanto’s internal accounting controls and the
quality of financial reporting. The Committee encourages the
internal auditors and Deloitte Haskins & Sells to communicate
directly with the Committee.

Thirteen survey companies presented a Report of An Audit
Committee and 314 survey companies presented a Report of
Management. Examples of such reports follow.

The Audit Committee has reviewed and approved the finan
cial section of this Annual Report. Pursuant to the recom
mendation of the Audit Committee, the Board of Directors also
has approved the financial section.

Reports Of Audit Committee

Chairman, Audit Committee

GENERAL MILLS, INC.
REPORT OF THE AUDIT COMMITTEE
The Audit Committee of the Board of Directors is composed
of six outside directors. Its primary function is to oversee the
Company’s system of internal controls, financial reporting
practices and audits to ensure their quality, integrity and ob
jectivity are sufficient to protect stockholder resources.

The Audit Committee met twice during fiscal 1988 to review
the overall audit scope, plans and results of the internal auditor
and independent auditor, the Company’s internal controls,
emerging accounting issues, officer and director expenses,
audit fees, goodwill and other intangible values, and pension
plans. Audit Committee meeting results were reported to the
full Board of Directors. The Committee also met, without man
agement present, with the independent auditor to discuss the
results of their examination. Acting with the other Board mem
bers, the Company’s annual financial statements were also
reviewed and approved before issuance. The Audit Commit
tee recommended to the Board of Directors that Peat Marwick
Main & Co. be reappointed for fiscal 1989, subject to the
approval of the stockholders at the annual meeting.

Reports Of Management
DELUXE CORPORATION
MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL
REPORTING

The accompanying consolidated financial statements and
related information are the responsibility of management.
They have been prepared in conform ity w ith generally
accepted accounting principles and include amounts that are
based on our best estimates and judgments under the existing
circum stances. The financial inform ation contained else
where in this Annual Report is consistent with that in the
consolidated financial statements.
The Company maintains internal accounting control sys
tems that are adequate to provide reasonable assurance that
the assets are safeguarded from loss or unauthorized use.
These systems produce records adequate for preparation of
financial information. We believe the Company’s systems are
effective, and the cost of the systems does not exceed the
benefits obtained.

Reports O f M anagem ent

The Audit Committee has reviewed ail financial data in
cluded in this report. The Audit Committee is composed entire
ly of outside directors and meets periodically with the internal
auditors, management, and the independent public accoun
tants on financial reporting matters. The independent public
accountants have free access to meet with the Audit Commit
tee, without the presence of management, to discuss their
audit results and opinions on the quality of financial reporting.
The role of independent public accountants is to render an
independent, professional opinion on management’s consoli
dated financial statements to the extent required by generally
accepted auditing standards.
Deluxe recognizes its responsibility for conducting its affairs
according to the highest standards of personal and corporate
conduct. It has distributed to all employees a statement of its
commitment to conducting ail Company business in accor
dance with the highest ethical standards.
President and
Chief Executive O fficer
Vice President and
Chief Financial O fficer

EATON CORPORATION
REPORT OF MANAGEMENT

We have prepared the accompanying consolidated finan
cial statements and related information included herein for
each of the three years in the period ended December 31,
1988. The opinion of Ernst & W hinney, the Company’s inde
pendent auditors, on those financial statements is included
herein. The prim ary responsibility for the integrity of the finan
cial information included in this annual report rests with man
agement. Such information was prepared in accordance with
generally accepted accounting principles appropriate in the
circumstances, based on our best estimates and judgements
and giving due consideration to m ateriality.
Eaton maintains internal accounting control systems which
are adequate to provide reasonable assurance that assets are
safeguarded from loss or unauthorized use and which pro
duce records adequate for preparation of financial informa
tion. There are lim its inherent in all system s of internal
accounting control based on the recognition that the cost of
such systems should not exceed the benefits to be derived.
We believe the Company’s systems provide this appropriate
balance.
The systems and controls and compliance therewith are
reviewed by an extensive program of internal audits and by
our independent auditors. Their activities are coordinated to
obtain maximum audit coverage with a minimum of duplicate
effort and cost. The independent auditors receive copies of all
reports issued by the internal auditor at the same tim e they are
released to management and have access to all internal audit
work papers.
The Company maintains high standards when selecting,
training and developing personnel, to insure that manage
ment’s objectives of m aintaining strong, effective internal
accounting controls and unbiased, uniform reporting stan
dards are attained. We believe our policies and procedures

451

provide reasonable assurance that operations are conducted
in conformity with law and with our Company’s commitment to
a high standard of business conduct.
The Board of Directors pursues its responsibility for the
quality of the Company’s financial reporting prim arily through
its Audit Committee which is composed of five outside direc
tors. The Audit Committee meets regularly with management,
the internal auditor and independent auditors to ensure that
each is meeting its responsibilities and to discuss matters
concerning internal controls, accounting and financial report
ing. The internal auditor and independent auditors have full
and free access to the Audit Committee.
Chairman of the Board and
Chief Executive Officer
Vice Chairman and
Chief Financial and Adm inistrative Officer
Vice President and
Chief Accounting Officer

INTERNATIONAL PAPER COMPANY
REPORT OF MANAGEMENT ON FINANCIAL STATE
MENTS
The management of International Paper Company is re
sponsible for the fair presentation of the information contained
in the financial statements in this Annual Report. The state
ments are prepared in accordance with generally accepted
accounting principles and reflect management’s best judg
ment as to the Company’s financial position, results of opera
tions and cash flows.

The Company maintains a system of internal accounting
controls designed to provide reasonable assurance that trans
actions are properly recorded and summarized so that reliable
financial records and reports can be prepared and assets can
be safeguarded.
An important part of the internal controls system is the
Company's Policy on Ethical Business Conduct which re
quires employees to maintain the highest ethical and legal
standards in their conduct of Company business. The internal
controls system further includes careful selection and training
of supervisory and m anagem ent personnel, appropriate
delegations of authority and division of responsibility, dissemi
nation of accounting and business policies throughout the
Company, and an extensive program of internal audits with
management follow-up.
The independent public accountants provide an objective,
independent review of management’s discharge of its respon
sibility for the fairness of the Company’s financial statements.
They review the Company’s internal accounting controls and
conduct tests of procedures and accounting records to enable
them to form the opinion set forth in their report.
The Board of Directors m onitors management’s administra
tion of the Company’s financial and accounting policies and
practices, and the preparation of these financial statements.
The Audit Committee, which consists of six non-employee
directors, meets regularly with representatives of manage
ment, the independent public accountants, and the Internal
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Auditor to review their activities. At the Annual Meeting, the
Audit Committee presents a summary of its findings to the
share owners and recom m ends th at the share owners
approve the appointment of independent public accountants
to conduct the annual audit.
The independent public accountants and the internal Au
ditor both have free access to the Audit Committee and meet
regularly with the Audit Committee and the full Board, with and
without management representatives in attendance.

STONE CONTAINER CORPORATION
MANAGEMENT'S RESPONSIBILITY FOR THE FINAN
CIAL STATEMENTS

The Management of Stone Container Corporation is re
sponsible fo r the preparation and integrity of the accompany
ing financial statements (including notes), and is also re
sponsible for the other sections of the Annual Report. The fi
nancial statements were prepared in accordance with general
ly accepted accounting principles appropriate in the circum
stances and, in the belief of Management, present fairly the
Company’s results of operations, financial position, cash flows
and stockholders’ equity for the periods under review. In pre
paring the financial statem ents, Management made informed
judgments and estimates in accounting for transactions and
events.
Management maintains a system of internal controls and
procedures designed to provide reasonable assurance that
transactions are executed in accordance with proper authori
zation, that transactions are properly recorded to permit the
preparation of reliable financial records and reports, that
assets are safeguarded and that accountability for assets is
maintained. In designing and implementing internal controls
and procedures, Management recognizes that errors or irreg
ularities may nevertheless occur. Further, estimates and judg
ments are necessary to evaluate the relative cost/benefit of
such controls and procedures. Internal controls and proce
dures are regularly reviewed and revised, when appropriate,
due to changing circum stances and requirements.
To assure the maintenance of effective internal controls and
procedures, and to provide the climate in which such controls

and procedures can be effective, Management establishes
and communicates appropriate written policies and proce
dures; carefully selects, trains and develops qualified per
sonnel; creates and maintains organizational arrangements
that provide appropriate delegation of authority and segrega
tion of responsibility; and maintains an on-going program of
internal audits and appropriate managerial follow-up.
The independent public accountants provide an objective,
independent review of Management’s discharge of its respon
sibilities as to the fairness of the Company’s financial state
ments. They review the Company’s internal controls and pro
cedures and perform the requisite tests of the accounting
records and such other auditing procedures as they consider
necessary in the circumstances, in accordance with generally
accepted auditing standards, to enable them to determine and
express their opinion as to the fairness of the Company’s
financial statements.
The Audit Committee, comprised solely of outside directors
who are not current or form er officers or employees of the
Company, meet regularly with the independent public accoun
tants and with Management, including the Chief Executive
Officer, the Chief Financial O fficer and the Principal Account
ing Officer. In addition, the Audit Committee and the indepen
dent public accountants meet regularly without management
representatives in attendance, thus permitting a free discus
sion of the results and findings of the audit work, the evaluation
of the adequacy of internal controls and the quality of financial
reporting. The internal auditors, as well as all financial and
other personnel of the Company, are available to the Audit
Committee and to the independent public accountants. Re
ports of the internal auditors are, as a m atter of regular proce
dure, available to the independent public accountants and to
the Audit Committee.
Chairman, President and
Chief Executive Officer
Senior Vice P re s id e n tChief Financial and Planning Officer
Vice President and Corporate Controller
Principal Accounting Officer
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Appendix of 600 Companies

List of 600 Companies on Which Tabulations are Based
(In this edition, companies have been assigned the same number as in the Forty-second (1988) edition. Forty-two com
panies in the 1988 edition have been eliminated and their numbers left unused. The companies selected as replacements
have been assigned numbers 696 to 735, inclusive. Companies numbered out of alphabetical order are shown in italics and
have been given an additional listing in alphabetical order.)

*Month
in which
fiscal year
ends

Co. No.

1 ADDSCO Industries, Inc.......................................

2 AEL Industries, Inc................................................
4
5

AM International, Inc.............................................
AMAX Inc...............................................................
6 AMETEK, Inc.........................................................
7 AMP Incorporated and Pamcor, Inc....................
9 ASARCO Incorporated........................................
10 Abbott Laboratories..............................................
11 Acme-Cleveland Corporation...............................
12 Acme Precision Products, Inc..............................

6
2
7
12
12
12
12
12
9
9

Acme Steel Company—see 651
13
15

Action Industries, Inc............................................
Adams-Russell Electronics Co., Inc....................

6
9

Advanced Micro Devices, Inc.—see 652
Affiliated Publications, Inc.—see 653
16
17
18
19

20
23
24
25
26
28
29
30
32
33
35
36
37
39
40
42
43

Air Products and Chemicals, Inc.........................
Alberto-Culver Company—see 601
Albertson’s, Inc......................................................
Alco Standard C orporation..................................
Allegheny International, Inc...................
The Allen Group Inc.—see 602
Allied-Signal In c....................
Alpha Industries, Inc.............................
Aluminum Company of Am erica..........................
Amcast Industrial C orporation.............................
Amdahl Corporation—see 603
Amerada Hess C orporation.................................
American Biltrite Inc..............................................
American Brands, Inc...........................................
American Building Maintenance Industries, Inc.
American Cyanamid Com pany............................
American Greetings C orporation.........................
American Home Products Corporation...............
American Maize-Products Com pany..................
American Medical International, Inc....................
American Petrofina, Incorporated.......................
The American Ship Building Company...............
American Stores Company..................................
American Telephone and Telegraph
Com pany............................................................

9
1
9
9
12
3
12
8

Co. No.

44
45
46

*Month
in which
fiscal year
ends

Ameron, In c ..............................................................
Amoco Corporation..................................................
Ampco-Pittsburgh Corporation................................

11
12
12

Anacomp, Inc.—see 696
48

Analogic C orporation............................................

7

Anchor Glass Container Corporation—see 654
51
52
53
54
55
56
57
59
60
62
63
64

Anheuser-Busch Companies, inc...........................
12
Apple Computer, Inc.............................................
9
Archer Daniels Midland Com pany......................
6
Arden Group, Inc...................................................
12
Armada C orporation................................................
12
Armco Inc..................................................................
12
Armstrong World Industries, Inc.............................
12
Arvin Industries, Inc.....................
12
Ashland Oil, Inc.....................................................
9
Astrosystems, Inc..................................................
6
Athlone Industries, Inc..........................................
12
Atlantic Richfield Company..................................
12

Avery International Corporation—see 604
Avnet, Inc...............................................................
Avon Products Inc.................................................
BMC Industries, Inc...............................................
68 Badger Meter, Inc..................................................
70 Baker Hughes Incorporated.................................
71 Ball C orporation....................................................

65
66
67

6
12
12
12
9
12

Banner Industries, Inc.—see 656
12
12
12
10
12
2
12
12
8
12
9
1

73

The Barden C orporation......................................

10

Barnes Group Inc.—s ee 605
Bassett Furniture Industries,
Incorporated—see 606
74
75
78
79
81
82

Bausch & Lomb Incorporated..............................
Baxter International Inc..... ...................................
Becton, Dickinson and C om pany.......................
Belding Heminway Company, Inc.......................
Bemis Company, Inc.............................................
Bergen Brunswig Corporation..............................

12
12
9
12
12
8

Berkshire Hathaway Inc.—see 697
83

Bethlehem Steel Corporation...............................

12

Betz Laboratories, Inc.—see 698
12

84

Bird Incorporated..................................................

*M onths numbered in sequence, January through Decem ber

12
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*Month
in which
fiscal year
ends

Co. No.
85
87
88
89
91
92
93
94
96
97
98
99
102
103
104
105
106
107
108
109
110
111
112
113
115
116
117
118
121
124
126
127
128
130
131
132
133

The Black & Decker Corporation...................
B lo un t, Inc.— see 699
The Boeing Company..................................... ....
Boise Cascade Corporation............................ ....
Borden, Inc....................................................... ....
Bow ater Incorporated— s ee 607
Bowne & Co., Inc............................................. ....
Brenco, Incorporated...................................... ....
Briggs & Stratton C orporation.......................
Bristol-Myers C om pany.................................. ....
Brown & Sharpe Manufacturing Com pany.... ....
Brow n-Form an C orporation —see 657
Brown Group, Inc.............................................
Browning-Ferris Industries, Inc.......................
Brunswick Corporation.................................... ....
B u rlin g to n R esources Inc.— see 700
Unisys C orporation .......................................... ....
CBI Industries, Inc........................................... ....
CBS Inc............................................................. ....
CLARCOR Inc.— see 658
CMI C orporation.............................................. ....
CONSTAR In te rn atio na l Inc.—see 615
CPC International Inc...................................... ....
CSP Inc.............................................................
CTS C orporation— see 701
Cabot C orporation...........................................
Caesars World, Inc..........................................
CalM at Co.— s ee 608
Cam eron Iron W orks, Inc.— see 609
Campbell Soup Company...............................
Capital Cities/ABC, Inc.................................... ....
C arpenter T echnology C orporation— see 610
Castle & Cooke, Inc......................................... ....
Caterpillar Inc................................................... ....
Ekco Group, Inc ............................................... ....
CertainTeed C orporation................................ ....
Champion International Corporation.............. ....
Champion Spark Plug Com pany................... ....
Chesapeake C orporation— see 659
Chevron C orporation...................................... ....
Chock full o’Nuts C orporation.........................
Chrysler Corporation....................................... ....
Chyron Corporation—see 702
Cincinnati Milacron Inc.................................... ....
Liz Claiborne, inc.—s ee 611
Clark Equipment Company............................. ....
Cleveland-Cllffs Inc.......................................... ....
The Clorox Company......................................
The Coastal C orporation................................ ....
The Coca-Cola Com pany............................... ....

9
12
12
12
10
12
6
12
12
1
9
12
12
12
12
12
12
8
9
7

7
12
12
12
12
12
12
12
12
7
12
12
12
12
6
12
12

Co. No.
145
146
147
148
149
150
152
153
154
156
157
158
159
160
161
163
165
166
167
168
169
170
171
172
173
174
175
176
177
178
180
181
182
183
184
185
186
187
188
190
191
192
193

Coca-Cola Enterprises Inc.—see 660
134
135
137
139
140

Coleco Industries, Inc...................................... ....
Colgate-Palmolive Com pany......................... ....
Collins Industries, Inc...................................... ....
Combustion Engineering, Inc.......................... ....
Commercial Metals Company........................

12
12
10
12
8

Compaq Computer Corporation—see 661
142
143
144

ConAgra, Inc.....................................................
Concord Fabrics Inc........................................
Consolidated Papers, Inc................................ ....

5
8
12

194
195
196
197
198

*Month
in which
fiscal year
ends

Control Data Corporation............................... .....
Cooper Industries, Inc.................................... .....
Adolph Coors C om pany................................ .....
Copperweld Corporation......................................
Corning Glass W orks..................................... .....
Courier C orporation.......................................
Crane Co......................................................... .....
C ross & T recker C orporation —see 703
Crown Central Petroleum C orporation......... .....
Crown Cork & Seal Company, Inc................ .....
Culbro C orporation......................................... .....
Cummins Engine Company, Inc.................... .....
Curtiss-W right C orporation............................ .....
Cyclops Industries, Inc.........................................
C yprus M inerals Com pany— see 662
DSC Communications Corporation............... .....
Dana C orporation............... ........................... .....
Danaher C orporation— see 664
Data General C orporation.............................
Dayton Hudson C orporation..........................
Dean Foods Company...................................
Deere & Com pany.......................................... .....
Deluxe C orporation........................................ .....
Dennison Manufacturing Com pany.............. .....
Designcraft Industries, Inc.............................
Maxus Energy C orporation ........................... .....
DiGiorgio C orporation..................................... .....
Digital Equipment Corporation.......................
The W alt Disney Company............................
D ixie Yarns, Inc.—see 665
R. R. Donnelley & Sons Com pany............... .....
Dover C orporation.......................................... .....
The Dow Chemical Company........................ .....
Dow Jones & Company, Inc.......................... .....
Dravo C orporation.......................................... .....
Dresser Industries, Inc.................................... .....
The Dun & Bradstreet Corporation.....................
Duplex Products Inc........................................ .....
E.l. du Pont de Nemours and C om pany...... .....
The D uriron Com pany, Inc.— see 666
Durr-Fillauer Medical, Inc.....................................
Dynamics Corporation of Am erica......................
E-SyStems, Inc.—see 616
EG & G, Inc...........................................................
Eagle-Picher Industries, Inc.................................
The Eastern Company.................................... .....
Eastman Kodak Com pany...................................
Eaton Corporation........................................... .....
Echlin inc..........................................................
Ecolab Inc.—see 617
Ekco Group, inc.—see 115
Elcor C orporation.............................................
Electro-Nucleonics, Inc.—see 704
Emerson Electric Co........................................
Emerson Radio Corp.......................................
Emhart C orporation........................................ .....
Engelhard Corporation.................................... .....

12
12
12
12
12
9
12
12
12
12
12
12
12
12
12
9
1
5
10
12
12
2
12
12
6
9
12
12
12
12
12
10
12
10
12
12
12
12
11
12
12
12
8

6
9
3
12
12

Esselte Business Systems Inc.—see 667
199
200

Ethyl C orporation............................................. ....
Everest & Jennings International Ltd..................

*Months num bered in sequence, January through Decem ber

12
12
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Co. No.
202
203
204
205
206
207
208

211
212
213
214
215
216
217
219
221
222
223

224
227
228
230
231
232
233
235
236
237
238
240
241
242
243
244
245
246
247
248
249
251
252
253
254
255
256
257

*Month
in which
fiscal year
ends

Exxon C orporation................................................
FMC C orporation..................................................
Fairchild Industries, Inc.........................................
Fansteel Inc...........................................................
Farr Com pany— see 705
Fedders C orporation.............................................
Holly Farms C orporation .....................................
Federal-Mogul C orporation..................................
Federal Paper Board Com pany,
Inc.— see 618
Fie ld cre st C annon, Inc.— see 619
Figgie In te rn atio na l Inc.— see 706
Fischbach Corporation..........................................
Fisher S c ie n tific G roup Inc.— see 668
Fleetwood Enterprises, Inc...................................
Fleming Companies, Inc.......................................
Flowers Industries, Inc..........................................
John Fluke Mfg. Co., Inc......................................
Fluor Corporation..................................................
The Fluorocarbon Com pany................................
Ford Motor Company...........................................
L B . F oster C om pany— see 669
Foster W heeler C orporation................................
The F oxboro C om pany— see 620
Freeport-McMoRan Inc.........................................
Fruehauf Corporation............................................
F ru it o f th e Loom , Inc.— see 670
H.B. F u ller C om pany— see 621
Fuqua Industries, Inc............................................
GF C orpo ratio n — see 707
GTI C orporation....................................................
G alaxy C arpet M ills, Inc.— see 708
Gannett Co., Inc....................................................
Garan, In corpo rate d — see 671
G enC orp................................................................
General Cinema Corporation...............................
General Dynamics C orporation...........................
General Electric Company...................................
General Host Corporation....................................
General Instrument C orporation..........................
General Mills, Inc...................................................
General Motors C orporation................................
General Signal C orporation.................................
Genesco Inc...........................................................
Genuine Parts C om pany.....................................
Georgia-Pacific C orporation................................
Gerber Products Com pany..................................
Giant Food Inc.......................................................
The Gillette Com pany...........................................
Golden Enterprises, Inc........................................
The BFGoodrich Com pany..................................
The Goodyear Tire & Rubber C om pany............
Goulds Pumps, Incorporated...............................
W.R. Grace & Co..................................................
W.W. Grainger, Inc................................................
The Great Atlantic & Pacific Tea
Company, Inc.....................................................
Great Northern Nekoosa Corporation.................
Greif Bros. Corporation.........................................
The Greyhound C orporation................................

12
12
12
12
12
5
12

9
4
12
6
9
10
1
12

Co. No.
258
259
261
263
264
266
267

268
269
270
271

12
11
10
12
12
1
2
5
12
12
1
12
12
3
2
12
5
12
12
12
12
12
2
12
10
12

Harnischfeger Industries, Inc...............................
Harris C orporation................................................
Harsco Corporation...............................................
Hartmarx C orporation........................................

10
6
12
11

Hasbro, Inc.—see 623
273
275
276
277
278

Hecla Mining C om pany.......................................
H.J. Heinz Company.............................................
Hercules Incorporated..........................................
Hershey Foods C orporation................................
Hewlett-Packard Com pany..................................

12
4
12
12
10

Hillenbrand Industries, Inc.—
see 624
Hills Department Stores, Inc.—see 674
Himont Incorporated—see 709
Holly Farms Corporation—see 207

12
12

12

Grumman C orporation..........................................
12
Guilford Mills, Inc...................................................
6
Gulf Resources & Chemical C orporation.................... 12
HON INDUSTRIES Inc.........................................
12
Halliburton C om pany............................................
12
Hampton Industries, Inc........................................
12
Handy & Harm an..................................................
12

M.A. Hanna Company—see 672
Harcourt Brace Jovanovich, Inc.—
see 622
Harley-Davidson, Inc.—see 673
Harmon Industries, Inc.—see 475

12

12

*Month
in which
fiscal year
ends

280
281
282
283
285
286
287
288
289
290
291

Homasote Com pany.............................................
Honeywell Inc.........................................................
Geo. A. Hormel & Company................................
Hughes Supply, Inc...............................................
Humana Inc............................................................
Hunt Manufacturing Co.........................................
Hurco Companies, Inc..........................................
Whitman C orporation ............................................
ICOT C orporation.................................................
INTERMEC Corporation—see 710
IPCO C orporation.................................................
ITT Corporation......................................................

12
12
10
1
8
11
10
12
7
6
12

Illinois Tool Works Inc.—see 625
J.P. Industries, Inc.—see 711
292
293
294

Ingersoll-Rand Com pany.....................................
Inland Steel Industries, Inc...................................
Insilco C orporation................................................

12
12
12

Inspiration Resources Corporation—see 676
295
296
297
298

Intel C orporation...................................................
Interco Incorporated..............................................
The Interlake C orporation....................................
International Business Machines C orporation....

12
2
12
12

International Flavors & Fragrances
Inc.—see 627
299
300
301
302

Navistar International C orporation ......................
International Minerals & Chemical
Corporation.........................................................
International Multifoods C orporation...................
International Paper Com pany..............................

10
6
2
12

International Proteins Corporation—see 677
303
304
305

Interstate Bakeries C orporation...........................
Iroquois Brands, Ltd..............................................
JLG Industries, Inc................................................

*M onths num bered in sequence, January through Decem ber

5
12
7
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*Month
in which
fiscal year
ends

Co. No.
307

314
315

James River Corporation of Virginia...................
Jefferson Smurfit Corporation—see 628
Johnson & Johnson..............................................
Johnson Controls, Inc...........................................
Johnson Products Co., Inc...................................
Joslyn Corporation................................................
Jostens, Inc............................................................
Juno Lighting, Inc.—see 712
K m art Corporation...............................................
Kaiser Aluminum & Chemical C orporation.........

317
318
319
320
321
322
324
326
327
329
330
331
332
333

Kellogg C om pany.................................................
Kelly Services, Inc.................................................
Kerr Glass Manufacturing C orporation...............
Kerr-McGee C orporation......................................
Kevlin Microwave C orporation.............................
Keystone Consolidated Industries, Inc................
Kimberly-Clark C orporation................................
Knape & Vogt Manufacturing Com pany.............
Knight-Ridder, Inc..................................................
The Kroger Co.......................................................
Kuhlman Corporation............................................
The LTV C orporation............................................
LaBarge, Inc...........................................................
Laclede Steel C om pany.......................................

308
309
310
311
312

4
12
9
8
12
6
1
12

Kaman Corporation—see 629
12
12
12
12
5
6
12
6
12
12
12
12
6
12

Lafarge Corporation—see 678
The Lamson & Sessions Co.—see 713
336
337
338
339
340
341
342

Lee Enterprises, incorporated.............................
Leggett & Platt, Incorporated...............................
TRINOVA C orporation ..........................................
Eli Lilly and Com pany...........................................
Litton Industries, Inc..............................................
Lockheed C orporation..........................................
Lone Star industries, inc......................................

343

The Louisiana Land and Exploration
Com pany............................................................
Lowe’s Companies, Inc.........................................
The Lubrizol C orporation.....................................
Lufkin Industries, Inc.—see 714
Lukens Inc..............................................................
Lynch C orporation................................................
M/A-COM, Inc........................................................
MAPCO Inc............................................................
MCA INC................................................................
Mack Trucks, Inc..................................................
Manville C orporation.............................................
Marion Laboratories, Inc.—see 715
M arriott Corporation..............................................
Martin Marietta C orporation.................................
Masco Corporation ...............................................
Mattel, Inc...............................................................
Maxus Energy Corporation—see 171
The May Department Stores Company..............
Maytag C orporation..............................................
McCormick & Company, Incorporated................
McDermott International, Inc................................
McDonald's C orporation.......................................
McDonnell Douglas C orporation..........................

9
12
12
12
7
12
12

Loral Corporation—see 630
344
345
347
348
349
350
351
353
357
358
359
360
361
362
363
364
365
366
367

12
1
12
12
12
9
12
12
12
12
12
12
12
12
1
12
11
3
12
12

Co. No.

*Month
in which
fiscal year
ends

368
369
370

McGraw-Hill, Inc....................................................
McKesson C orporation.........................................
The Mead Corporation..........................................
Media General, Inc.—see 631
371 Medtronic, Inc........................................................
372 Melville C orporation..............................................
373 Merck & Co., Inc....................................................
374 Meredith C orporation............................................
375 Met-Pro C orporation.............................................
377 Herman Miller, Inc.................................................
378 Milton Roy Com pany............................................
379 Minnesota Mining and Manufacturing
Com pany............................................................

12
3
12
4
12
12
6
1
5
12
12

Minntech Corporation—see 679
380
383
385
386
387
389
390
392

Mobil C orporation.................................................
Molex Incorporated—see 716
Monsanto Company.............................................
Morton Thiokol, Inc................................................
Mosinee Paper Corporation.................................
Motorola, Inc..........................................................
Munsingwear, Inc..................................................
Murphy Oil C orporation........................................
NACCO Industries, Inc.—see 403
NCR C orporation..................................................

12
12
6
12
12
12
12
12

NIKE, Inc.—see 401
394
396
397
398
399

Quantum Chemical Corporation .........................
National Intergroup, Inc........................................
National Presto Industries, Inc.............................
National Semiconductor Corporation..................
National Service Industries, Inc...........................

12
3
12
5
8

Navistar International C orporationsee 299
400

The New York Times C om pany..........................

12

Newell Co.—see 680
401
402
403
405
406

NIKE, In c . ..............................................................
Nortek, Inc..............................................................
NACCO Industries, Inc .........................................
Northrop C orporation............................................
Norton Company...................................................
Noxell Corporation—see 681
Nucor Corporation—see 633
407 Oak Industries Inc.................................................
408 Occidental Petroleum Corporation......................
409 Ogden C orporation...............................................
410 SIMETCO, In c .......................................................
411 Olin Corporation....................................................

5
12
12
12
12

12
12
12
12
12

Omnicom Group Inc.—see 682
Optical Coating Laboratory, Inc.—see 683
412
413
414
415
417
418
419
420
421

Orion Pictures C orporation..................................
O’Sullivan Corp oration..........................................
Outboard Marine C orporation..............................
Owens-Corning Fiberglas C orporation...............
Oxford Industries, Inc............................................
PACCAR Inc.—see 419
PORTEC, Inc.—see 444
PPG Industries, Inc...............................................
PACCAR Inc ..........................................................
Pacific Resources, Inc..........................................
Pall C orporation....................................................

*M onths num bered in sequence, January through Decem ber

2
12
9
12
5
12
12
12
7
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Co. No.
422
424
426
427
428
429
430
432
433
434
435
436
437
438

439
440
441
442
443
444
446
447
448
450
451
453
454
455
458
461

466
468

469
470
471
472
473
474
475
477
479
480

*Month
in which
fiscal year
ends

Pantasote Inc........................................................
Parker Hannifin C orporation...............................
The Penn Central Corporation.............................
The Penn Traffic C om pany..................................
J.C. Penney Company, Inc..................................
Pennwalt C orporation...........................................
Pennzoil Company................................................
Pentair, Inc.— see 684
PepsiCo, Inc...........................................................
The Perkin-Elmer Corporation.............................
Pettibone Corporation...........................................
Pfizer Inc................................................................
Phelps Dodge C orporation..................................
Philip Morris Companies Inc................................
P h ilip s In d u strie s Inc.— see 685
Phillips Petroleum C om pany...............................
P hillips-V an Heusen C orporation—
see 634
Photo C on trol C orporation —s e e 686
The Pillsbury C om pany.......................................
Pioneer Hi-Bred International, Inc.......................
Pitney Bowes Inc...................................................
The Pittston Com pany..........................................
Polaroid C orporation.............................................
PORTEC, Inc .........................................................
Potlatch C orporation.............................................
Prab Robots, Inc...................................................
Pratt & Lambert, Inc..............................................
Prem ark In te rn atio na l, Inc.— see 635
Premier Industrial Corporation.............................
The Procter & Gamble C om pany.......................
P ublix Super M arkets, Inc.— see 636
The Quaker Oats C om pany................................
Quaker State Corporation....................................
Quanex C orporation.............................................
Quantum C hem ical C orporation— see 394
Ralston Purina Company....................................
Raychem C orporation— see 638
Raytheon Com pany.......................
Redman In d u strie s, Inc.— see 717
R epublic G ypsum C om pany— see 718
Reynolds Metals Company.................................
H. H. Robertson C om pany..................................
A.H. R obins C om pany, Incorporated—
see 639
Rockwell International Corporation.....................
Rohm and Haas Com pany..................................
R ohr In d u strie s, Inc.— see 640
R orer G roup Inc.— see 641
Rowe Furniture C orporation................................
Rubbermaid Incorporated....................................
Russ Togs, Inc.......................................................
R ykoff-S exton, Inc.— see 719
The Rymer C om pany...........................................
Harmon Industries, Inc .........................................
SPS Technologies, Inc.........................................
SPX C orporation— see 642
Sanm ark-S tardust Inc.— see 720
Sara Lee C orporation...........................................
Savannah Foods & Industries, Inc......................

12
6
12
1
1
12
12

Co. No.
481
482
484
485
486
487

12
7
3
12
12
12

490

493
494

12
495
496
5
8
12
12
12
12
12
10
12
5
6
6
12
10

498
499
502
503
504
507
509
510
511
512
517
519
520
521

9
12

12
12

9
12
11
12
1
10
12
12
6
12

522
525
526
527
528
529
530
531
532
533
534
535
536
537
538
540
541
542

*Month
in which
fiscal year
ends

Schering-Plough C orporation..............................
Schlumberger Lim ited...........................................
Scope Industries...................................................
Scott Paper C om pany..........................................
Seagate Technology— see 687
Sears, Roebuck and Co.......................................
Sequa C orporation— see 519
Service Corporation International.......................
Shaklee C orporation— see 688
Shaw In d u strie s, Inc.— see 643
The Sherwin-W illiams Company.........................
SIMETCO, Inc.— see 410
Sim pson Industrie s , lnc.— see 689
Slattery Group Inc.................................................
A. O. Smith C orporation......................................
S m ith field Foods, Inc.— see 690
SmithKIine Beckman Corporation........................
Snap-on Tools C orporation.................................
Sonoco P roducts Com pany— see 691
Sparton C orporation.............................................
Spectrum Control, Inc...........................................
Speizm an In d u strie s, Inc.— s e e 721
Springs Industries Inc...........................................
Square D Com pany..............................................
Squibb Corporation...............................................
Standard Motor Products, Inc.............................
The S tandard P roducts Com pany —
s e e 722
The Standard Register Com pany.......................
Stanhome Inc.........................................................
The Stanley W orks..............................................
The L. S. Starrett C om pany................................
Steel T echnologies Inc.—see 723
Stone Container C orporation..............................
Sequa C orporation ...............................................
Sun Company, Inc.................................................
Sundstrand C orporation.......................................
S unrise M edical Inc.— see 724
Super Valu Stores, Inc..........................................
Syntex C orporation...............................................
TRINOVA C orporation— see 338
TRW Inc.................................................................
Talley Industries, Inc.............................................
Tandem C om puters Incorporated— see 692
Tandy C orporation................................................
Tasty Baking C om pany.......................................
Tecumseh Products C om pany............................
Teledyne, Inc.........................................................
Temple-Inland Inc..................................................
Temtex Industries, Inc..........................................
Tenneco Inc...........................................................
Tesoro Petroleum C orporation............................
Texaco Inc..............................................................
Texas In d u strie s, Inc.— see 725
Texas Instruments Incorporated..........................
Textron Inc.............................................................
T horn A pple V alley, Inc.— see 644
Time incorporated.................................................
The Times M irror Company.................................
The Timken C om pany..........................................
Tokheim C orporation— see 693

*Months num bered in sequence, January through Decem ber

12
12
6
12
12
12

12

12
12
12
12
6
11
12
12
12
12
12
12
12
6
12
12
12
12
2
7
12
12
6
12
12
12
12
8
12
9
12
12
12
12
12
12
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*Month
in which
fiscal year
ends

Co. No.
543

Tonka C orporation................................................

12

The Toro Company--see 726
544

Tosco C orporation................................................

12

Transtech Industries, Inc.—see 645
TransTechnology Corporation—see 727
547
548

Tribune C om pany.................................................
Trinity Industries, Inc.—see 646
Tultex C orporation................................................

12

Tyler C orporation..................................................
Tyson Foods, Inc...................................................
UNC Incorporated.................................................
USG C orporation..................................................

589
590
591
592
593
594
595

W hittaker Corporation...........................................
W illamette Industries, Inc.....................................
The W illiams Companies, Inc..............................
Wilson Foods C orporation...................................
W inn-Dixie Stores, Inc..........................................
Winnebago Industries, Inc....................................
W itco C orporation.................................................

10
12
12
7
6
8
12

Wolverine World Wide, Inc.—see 734

11
596

Twin Disc, Incorporated—see 728
549
550
551
552

Co. No.

*Month
in which
fiscal year
ends

F. W. W oolworth Co..............................................

1

Worthington Industries, Inc.—see 735

12
9
12
12

597
599
600

6
12
12

COMPANIES ADDED FOR 1987 EDITION

Wm. W rigley Jr. Company...................................
Xerox Corporation.................................................
Zenith Electronics C orporation............................

12
12
12

UST Inc.—see 563
USX Corporation—see 561
553
554
555

Unifi, Inc.................................................................
Union Camp Corporation.....................................
Union Carbide Corporation..................................

Union Texas Petroleum Holdings, Inc.—
see 694
Unisys Corporation—see 102
557 United Brands C om pany.....................................
558 United Foods, Inc..................................................
559 United Merchants and Manufacturers, Inc..........
560 The United States Shoe C orporation.................
561 USX Corporation ...................................................
562 United States Surgical C orporation....................
563 UST In c ..................................................................
564 United Technologies C orporation.......................
565 Univar Corporation................................................
566 Universal C orporation...........................................
567 Universal Voltronics C orporation.........................
568 Unocal C orporation...............................................
569 The Upjohn Company...........................................
570 VF Corpora tio n .....................................................

12
2
6
1
12
12
12
12
2
6
6
12
12
12

Valero Energy Corporation—see 647
Valhi, Inc.—see 729
571

Varian Associates, Inc..........................................

9

Vipont Pharmaceutical, Inc.—see 730
Vishay Intertechnology, Inc.—see 731
573

Vulcan Materials Company..................................

12

Wal-Mart Stores, Inc.—see 648
574
575
577
578
579

Walbro Corporation...............................................
Walgreen Co..........................................................
Wang Laboratories, Inc........................................
Warner Communications Inc................................
W arner-Lambert C om pany..................................

580
581

Waste Management, Inc.......................................
Wausau Paper M ills Com pany............................

582

West Point-Pepperell, Inc.....................................

12
8
6
12
12

The Washington Post Company—see 649
12
8

Waxman Industries, Inc.—see 732
9

Western Digital Corporation—see 733
583
584
585
586
587
588

W estinghouse Electric C orporation....................
Westvaco C orporation..........................................
Wetterau Incorporated..........................................
Weyerhaeuser Com pany.....................................
W heeling-Pittsburgh Steel C orporation..............
W hirlpool C orporation...........................................

Whitman Corporation—see 288

12
10
3
12
12
12

601
602
603
604
605
606
607
608
609
610
611
615
616
617
618
619
620
621
622
623
624
625
627
628
629
630
631
633
634
635
636
638
639
640
641
642
643
644
645
646
647
648
649

Al berto-Culver C om pany .....................................
The Allen Group Inc ...... .......................................
Am dahl C orporation ..... .......................................
Avery International Corporation ...........................
Barnes Group Inc ..................................................
Bassett Furniture Industries, Incorporated .......
Bowater Incorporated ..........................................
C alM atCo..............................................................
Cameron Iron Works, Inc ......................................
Carpenter Technology Corporation ....................
Liz Claiborne, Inc ..................................................
CONSTAR International Inc .................................
E-Systems, Inc .......................................................
Ecolab Inc ..............................................................
Federal Paper Board Company, Inc ..................
Fieldcrest Cannon, Inc .........................................
The Foxboro Company.........................................
H.B. Fuller Com pany ............................................
Harcourt Brace Jovanovich, Inc ..........................
Hasbro, Inc .............................................................
Hillenbrand Industries, Inc ...................................
Illinois Tool Works Inc ...........................................
International Flavors & Fragrances Inc ..............
Jefferson Sm urfit Corporation ..............................
Kaman C orporation ..............................................
Loral Corporation ..................................................
M edia General, Inc ...............................................
Nucor C orporation ................................................
Phillips-Van Heusen C orporation ........................
Premark International, Inc ....................................
Publix Super Markets, Inc ....................................
Raychem C orporation ..........................................
A.H. Robins Company, Incorporated .................
Rohr Industries, Inc ...............................................
Rorer Group Inc ....................................................
SPX C orporation ...................................................
Shaw Industries, Inc .............................................
Thorn Apple Valley, Inc ........................................
Transtech Industries, Inc ......................................
Trinity Industries, Inc .............................................
Val ero Energy C orpo ratio n .................................
Wal-Mart Stores, Inc. ..........................................
The Washington Post Com pany ..........................

*Months numbered in sequence, January through Decem ber

9
12
12
11
12
11
12
12
6
6
12
12
12
12
12
12
12
11
12
12
11
12
12
12
12
3
12
12
1
12
12
6
12
7
12
12
6
5
12
3
12
1
12
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Co. No.

COMPANIES ADDED FOR 1988 EDITION
651
652
653
654
656
657
658
659
660
661
662
664
665
666
667
668
669
670
671
672
673
674
676
677
678
679
680
681
682
683
684
685
686
687
688
689
690
691
692
693
694

Acme Steel C om pany ..........................................
Advanced M icro Devices, Inc .............................
A ffiliated Publications, Inc ....................................
Anchor Glass Container C orporation .................
Banner Industries, Inc ..........................................
Brown-Forman Corporation .................................
CLARCOR Inc .......................................................
Chesapeake Corporation ...................................
Coca-Cola Enterprises Inc ...................................
Compaq Com puter C orporation ..........................
Cyprus M inerals Company ................................
Danaher C orporation ............................................
Dixie Yarns, Inc .....................................................
The Duriron Company, Inc ...................................
Esselte Business Systems Inc .............................
Fisher Scientific Group Inc ..................................
L B . Foster C om pany ...........................................
Fruit o f the Loom, Inc ...........................................
Garan, Incorporated .............................................
M.A. Hanna Com pany ..........................................
Harl ey-Davidson, Inc .............................................
Hills Departm ent Stores, Inc ................................
Inspiration Resources Corporation .....................
International Proteins C orporation ......................
Lafarge C orporation .............................................
M inntech C orporation ...........................................
Newell Co...............................................................
Noxell Corporation ................................................
Omnicom Group Inc .............................................
O ptical Coating Laboratory, Inc ..........................
Pentair, Inc .............................................................
Philips Industries Inc .............................................
Photo Control C orporation ...................................
Seagate Technology ............................................
Shaklee C orporation .............................................
Simpson Industries, Inc ........................................
Smithfie ld Foods, Inc ............................................
Sonoco Products C om pa n y ...............................
Tandem Computers In co rp o ra te d .....................
Tokheim C orporation ............................................
Union Texas Petroleum Holdings, Inc ................

12
12
12
12
6
4
11
12
12
12
12
12
12
12
12
12
12
12
9
12
12
1
12
12
12
3
12
12
12
10
12
3
6
6
12
12
4
12
9
11
12

COMPANIES ADDED FOR 1989 EDITION
696 Anacomp, Inc .........................................................
697 Berkshire Hathaway Inc .......................................
698 Betz Laboratories, Inc ..........................................
699 Blount, Inc ..............................................................
700 Burlington Resources Inc .....................................
701 CTS C orporation ...................................................
702 Chyron C orporation ..............................................
703 Cross & Trecker C orporation ..............................
704 Electro-Nucleonics, Inc .........................................
705 Farr Company........................................................
706 Figgie International Inc .........................................
707 GF C orporation ......................................................

9
12
12
2
12
12
6
9
6
12
12
12

Co. No.
708
709
710
711
712
713
714
715
716
717
718
719
720
721
722
723
724
725
726
727
728
729
730
731
732
733
734
735

*Month
in which
fiscal year
ends

Galaxy Carpet M ills, Inc .......................................
Himont Incorporated .............................................
INTERMEC C orporation .......................................
J.P. Industries, Inc ................................................
Juno Lighting, Inc ..................................................
The Lamson & Sessions Co................................
Lufkin Industries, Inc .............................................
Marion Laboratories, Inc ......................................
M olex Incorporated ..............................................
Redman Industries, Inc ........................................
Republic Gypsum Com pany ...............................
Rykoff-Sexton, Inc .................................................
Sanm ark-Stardust Inc ...........................................
Speizman Industries, Inc ......................................
The Standard Products C om pany .....................
Steel Technologies Inc .........................................
Sunrise M edical Inc ..............................................
Texas Industries, Inc .............................................
The Toro Com pany ...............................................
TransTechnology C orporation .............................
Twin Disc, Incorporated ......................................
Valhi, Inc .................................................................
Vipont Pharm aceutical, Inc ..................................
Vishay Intertechnology, Inc ..................................
Waxman Industries, Inc ........................................
Western D igital C orporation ................................
Wolverine World Wide, Inc ...................................
Worthington Industries, Inc ..................................

Companies Included in Forty-Second Edition
Not included in this Edition of the Survey
14
34
41
80
101
122
138
141
162
210
220
225
229
239
250
279
328
346
354
381
391
393
425
457
460

Adams-Millis Corporation
American Hoist & Derrick Corporation
American Standard Inc.
Bell & Howell Company
Burndy Corporation
Chicago Pacific Corporation
Colt Industries Inc.
Compugraphic Corporation
Kraft, Inc.
The Firestone Tire & Rubber Company
Fort Howard Corporation
GAF Corporation
Gearhart industries, Inc.
General Refractories Company
Gould Inc.
Holly Sugar Corporation
Koppers Company, Inc.
Lucky Stores, Inc.
Macmillan, Inc.
Mohasco Corporation
The Murray Ohio Manufacturing Company
NL Industries, Inc.
Manpower Inc.
RTE Corporation
Raytech Corporation

*Months num bered in sequence, January through Decem ber

9
10
3
12
11
12
12
6
6
3
6
4
6
6
6
9
6
5
7
3
6
12
9
6
6
6
12
5

Appendix of 600 Companies

460

*Month
in which
fiscal year
ends

Co. No.
465
492
505
515
524
539
545
572

RJR Nabisco, Inc.
The Singer Company
Staley Continental, Inc.
J.P. Stevens & Co. Inc.
Supreme Equipment & Systems Corp.
Thetford Corporation
Triangle Industries, Inc.
The Vendo Company

Co. No.
598
612
637
650
655
663
675
695

The W urlitzer Company
The Coleman Company, Inc.
The Pullman Company
York International Corporation
Armtek Corporation
DWG Corporation
Hyde Athletic Industries, Inc.
W ickes Companies, Inc.

*M onths num bered in sequence, January through Decem ber

*Month
in which
fiscal year
ends
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Company Index

A
ADDSCO Industries, Inc., 7, 166, 300
AEL Industries, Inc., 219
AM International, Inc., 31, 174, 205, 243
AMAX Inc., 62, 83, 202
AMET EK, Inc., 73, 303
AMP Incorporated and Pamcor, Inc., 163, 359
ASARCO Incorporated, 34, 56, 297, 413
Abbott Laboratories, 72
Acme-Cleveland Corporation, 197
Acme Steel Company, 186, 337
Action industries, Inc., 306, 427
Adams-Russell Electronics Co., Inc., 200, 254, 381
Affiliated Publications, Inc., 339
Air Products and Chemicals, Inc., 67, 120, 250, 325
Alberto-Culver Company, 105, 241
Albertson’s, Inc., 188
Alco Standard Corporation, 94, 102, 399
Allegheny International, Inc., 232
The Allen Group Inc., 67, 89, 222
Allied Security Inc., 172
Allied-Signal Inc., 14, 186, 242
Alpha Industries, Inc., 5, 122, 291
Aluminum Company of America, 195
Amcast Industrial Corporation, 192, 219
Amerada Hess Corporation, 192, 395
American Biltrite Inc, 144, 198
American Brands, Inc., 39, 46, 246
American Building Maintenance Industries, Inc., 199, 218,
3 3 1 ,37 2 ,44 8
American Cyanamid Company, 396
American Greetings Corporation, 84, 169
American Home Products Corporation, 8, 86,196, 382
American Maize-Products Company, 167, 244
American Medical International, Inc., 80, 298
American Petrofina, In corpo rate , 137
The American Ship Building Company, 62, 115,161, 300,
431
American Software, Inc., 107
American Telephone and Telegraph Company, 42
Ameron, Inc., 238, 365
Amoco Corporation, 77, 245, 402
Ampco-Pittsburgh Corporation, 16, 89, 243, 386
Anacomp, Inc., 77, 148, 232, 448
Analogic Corporation, 144, 171, 222, 251, 383

Anchor Glass Container Corporation, 73, 98, 284
Anheuser-Busch Companies, Inc., 171
Apple Computer, Inc., 134, 192, 245
Applied Biosystems, Inc., 101
Archer Daniels Midland Company, 145,177
Armco Inc., 83, 212, 433
Armstrong World Industries, Inc., 219, 278, 416
Arvin Industries, Inc., 170
Ashland Oil, Inc., 276
Astrosystems, Inc., 69, 378, 434
Atlantic Richfield Company, 94, 216, 256
Avnet, Inc., 256

B
Badger Meter, Inc., 220, 272
Baker Hughes Incorporated, 9 ,1 5 7 ,1 7 8 , 307
Ball Corporation, 32, 307
Banner Industries, Inc., 94, 159, 311
The Barden Corporation, 69, 419
Barnes Group Inc., 69, 275
Bausch & Lomb Incorporated, 56, 247
Baxter International Inc., 15, 122
Becton, Dickinson and Company, 304
Belding Heminway Company, Inc., 145,167, 200, 397
Bemis Company, Inc., 149, 273
Bergen Brunswig Corporation, 3, 148, 312, 318
Bethlehem Steel Corporation, 199, 246
Betz Laboratories, Inc., 167
Bird Incorporated, 223, 293
The Black & Decker Corporation, 105, 163, 298
Blount, Inc., 36, 150, 301, 331
The Boeing Company, 71, 257
Boise Cascade Corporation, 280, 325
Borden, Inc., 168
Bowater Incorporated, 21
Bowne & Co., Inc. 31, 102, 279, 364
Brenco, Incorporated, 21, 270
Briggs & Stratton Corporation, 6 6 ,1 6 4 ,1 9 7
Bristol-Myers Company, 258
Brown & Sharpe Manufacturing Company, 63, 212, 329,
435
Brown-Forman Corporation, 202, 249
Brown Group, Inc., 157, 273, 333
Browning-Ferris Industries, Inc., 155,174, 312
Brunswick Corporation, 234, 378
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c
CBI Industries, Inc., 34, 131, 175, 276
CLARCOR Inc., 83
CMI Corporation, 293, 421
COMSTAR International Inc., 63, 172, 206
CPC International Inc., 91
CSP Inc., 108, 162, 197
CTS Corporation, 294
Cabot Corporation, 139, 259
Caesars World, Inc., 81, 108, 252
CalMat Co., 79, 283
Cameron Iron Works, Inc., 164, 347
Campbell Soup Company, 19, 32
Capital Cities/ABC, Inc., 361
Carpenter Technology Corporation, 3 0,167
Caterpillar Inc., 110, 186
CertainTeed Corporation, 32
Chesapeake Corporation, 78
Chevron Corporation, 26, 35, 79, 98
Chock full o’Nuts Corporation, 31, 102, 249, 438
Chrysler Corporation, 271
Chyron Corporation, 154, 322
Cincinnati Milacron Inc., 24, 69, 308
Clark Equipment Company, 69
Cleveland-Cliffs Inc., 40, 352
The Clorox Company, 84, 313
The Coastal Corporation, 74, 268
The Coca-Cola Company, 208, 426
Coleco Industries, Inc., 83
Colgate-Palmolive Company, 179
Collins Industries, Inc., 180, 304
Combustion Engineering, Inc., 116
Commercial Metals Company, 2, 186, 310
ConAgra, Inc., 73, 127, 168, 422
Concord Fabrics Inc., 195, 275
Consolidated Papers, Inc., 120, 260, 340, 438
Control Data Corporation, 102, 207, 294
Cooper Industries, Inc., 88, 286
Adolph Coors Company, 105, 165
Copperweld Corporation, 66, 384
Courier Corporation, 52, 92, 120
Cross & Trecker Corporation, 112,171
Crown Central Petroleum Corporation, 30, 313
Crown Cork & Seal Company, Inc., 213, 268
Culbro Corporation, 322
Culp, Inc., 160
Cummins Engine Company, inc., 117,146, 267
Cyclops Industries, Inc., 165, 198
Cyprus Minerals Company, 74, 207

D
DSC Communications Corporation, 95, 99, 447
Dana Corporation, 227
Data-Design Laboratories, Inc., 39
Data General Corporation, 228, 234
Dayton Hudson Corporation, 245
Dean Foods Company, 63, 75,167, 409
Deere & Company, 70, 117, 260
Deluxe Corporation, 270, 326, 398, 450
DiGiorgio Corporation, 187
Digital Equipment Corporation, 168, 218, 245, 357

The W alt Disney Company, 202
R.R. Donnelley & Sons Company, 78
Dover Corporation, 75, 214, 332
The Dow Chemical Company, 17, 79, 236
Dow Jones & Company, Inc., 90, 167, 233, 360, 380
Dravo Corporation, 85, 236
Dresser Industries, Inc., 64, 112, 173, 307
The Dun & Bradstreet Corporation, 54, 76, 336, 405
Duplex Products Inc., 161, 198
E.l. du Pont de Nemours and Company, 138, 272
The Duriron Company, Inc., 214, 270, 355
Durr-Fillauer Medical, Inc., 4
Dynamics Corporation of America, 133

E
E-Systems, Inc., 160
E G & G , Inc., 218
Eagle-Picher Industries, Inc., 9 5,1 10
The Eastern Company, 24
Eaton Corporation, 169, 451
Echlin Inc., 98, 146, 176, 243
Ecolab Inc., 153
Ekco Group, Inc., 64, 92, 123
El Chico Corporation, 128
Elcor Corporation, 134
Electro-Nucleonics, Inc., 83, 97, 171, 238
Emerson Electric Co., 132,180
Emhart Corporation, 181, 208, 273, 319
Engelhard Corporation, 26, 57
Erly Industries Inc., 149
Esselte Business Systems Inc., 6,151
Ethyl Corporation, 151, 237, 346
Everest & Jennings International Ltd., 121

F
FMC Corporation, 226, 242
Fairchild Industries, Inc., 157, 209
Fansteel Inc., 182
Federal-Mogul Corporation, 64, 414
Federal Paper Board Company, Inc., 165
Fieldcrest Cannon, Inc., 118
Figgie International Inc., 449
Fischbach Corporation, 162, 268
Fleetwood Enterprises, Inc., 106, 135, 266
Fleming Companies, Inc., 70, 92,193
Flowers Industries, Inc., 341
John Fluke Mfg. Co., Inc., 170, 243, 321
Fluor Corporation, 146, 301
The Fluorocarbon Company, 22, 86, 299
Ford Motor Company, 47, 440
L.B. Foster Company, 117
Foster W heeler Corporation, 64, 193
The Foxboro Company, 366
Freeport-McMoRan Inc., 167, 447
Fruehauf Corporation, 153, 299
Fruit of the Loom, Inc., 67, 248
H.B. Fuller Company, 85
Fuqua Industries, Inc., 53, 195
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G
GF Corporation, 292
Galaxy Carpet Mills, Inc., 99, 240, 373
Gannett Co., Inc., 106, 278
Garan, incorporated, 123
General Cinema Corporation, 54, 90, 203, 306
General Dynamics Corporation, 45, 194
General Host Corporation, 166
General Mills, Inc., 129, 215, 275, 450
General Motors Corporation, 40, 50
General Signal Corporation, 72,1 32 , 220, 410
Genesco Inc., 189, 212, 238
Genuine Parts Company, 95, 395
Geodyne Resources Inc., 56
Georgia-Pacific Corporation, 279, 412
Gerber Products Company, 199, 363
Giant Food Inc., 75, 262
The Gillette Company, 183
The BFGoodrich Company, 209, 299, 390
The Goodyear Tire & Rubber Company, 117, 254
Goulds Pumps, Incorporated, 106, 221
W.R. Grace & Co., 140
W.W. Grainger, Inc., 90
The Great Atlantic & Pacific Tea Company, Inc., 7, 244
Greif Bros. Corporation, 240
The Greyhound Corporation, 76, 394
Grumman Corporation, 281, 411
Guilford Mills, Inc., 65
Gulf Resources & Chemical Corporation, 379

H
HON INDUSTRIES Inc., 158, 239
Halliburton Company, 49, 90, 236
Hampton Industries, Inc., 220
Handy & Harman, 381
M.A. Hanna Company, 11
Harley-Davidson, Inc., 161
Harmon Industries, Inc., 112, 153, 168, 240
Hamischfeger Industries, Inc., 66, 97, 301, 356
Harris Corporation, 32, 103
Hartmarx Corporation, 268
Hasbro, Inc., 68, 154, 175
Hecla Mining Company, 147, 226, 277, 436
H.J. Heinz Company, 27
Hercules Incorporated, 254
Hershey Foods Corporation, 78
Hewlett-Packard Company, 78
Holly Farms Corporation, 76, 226
Homasote Company, 99, 235
Honeywell Inc., 44, 116, 313, 404
Geo. A. Hormel & Company, 213
Hughes Supply, Inc., 267, 342, 376
Humana Inc., 310, 387
Hunt Manufacturing Co., 76, 82, 154, 274, 318
Hurco Companies, Inc., 443

I
ICOT Corporation, 80
INTERMEC Corporation, 96, 169
IPCO Corporation, 66, 110, 240
ITT Corporation, 76
Incstar Corporation, 160

J.P. Industries, Inc., 23
Inland Steel Industries, Inc., 71, 246
Insilco Corporation, 58
inspiration Resources Corporation, 68
Intel Corporation, 174
The Interlake Corporation, 151
International Business Machines Corporation, 233
International Flavors & Fragrances Inc., 123
international Minerals & Chemical Corporation, 66,139,
253
International M ultifoods Corporation, 82,106, 314
International Paper Company, 246, 318, 451
International Proteins Corporation, 78, 276, 443
International Research and Development Corporation, 161
Interstate Bakeries Corporation, 59
Iroquois Brands, Ltd., 65

J
JLG Industries, Inc., 122,135
James River Corporation of Virginia, 264
Johnson & Johnson, 94
Johnson Controls, Inc., 37, 175
Johnson Products Co., Inc., 91
Jostens, Inc., 88
Juno Lighting, Inc., 275

K
K mart Corporation, 65
Kaiser Aluminum & Chemical Corporation, 60, 130, 446
Kaman Corporation, 218
Kelly Services, Inc., 173, 269
Kerr Glass Manufacturing Corporation, 91, 224, 436
Kerr-McGee Corporation, 40, 103,168
Kevlin Microwave Corporation, 136, 215, 301
Knape & Vogt Manufacturing Company, 82,1 98
Krelitz industries, Inc., 343
The Kroger Co., 418
Kuhlman Corporation, 170, 437

L
LaBarge, Inc., 74, 285, 434
Laclede Steel Company, 152
Lafarge Corporation, 9 7,152, 353
Lam Research Corporation, 55
The Lamson & Sessions Co., 213, 262, 350
Lee Enterprises, Incorporated, 112, 334, 403
Leggett & Platt, Incorporated, 93, 327
Eli Lilly and Company, 80, 266
Litton Industries, Inc., 7 6,1 26
Lockheed Corporation, 41, 84, 125
Lodgistix, Inc., 127
Lone Star Industries, Inc., 96, 118, 235, 296
The Louisiana Land and Exploration Company, 74, 283
Lowe’s Companies, Inc., 78
The Lubrizol Corporation, 124, 239
Lynch Corporation, 141, 227
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M
M/A-COM, Inc., 106, 278
MAPCO Inc., 141
MCA INC., 162
Mack Trucks, Inc., 54, 149
The Marcus Corporation, 113
Marion Laboratories, Inc., 77
Marriott Corporation, 19
Martin M arietta Corporation, 103, 338
Mattel, Inc., 30
Maxus Energy Corporation, 71
The May Department Stores Company, 92
J.W. Mays, Inc., 149
McDermott International, Inc., 302
McDonald’s Corporation, 20
McGraw-Hill, Inc., 176, 233, 415
The Mead Corporation, 5 8,1 60
Media General, Inc., 131
Medtronic, Inc., 28, 74, 216
Merck & Co., Inc., 103, 271
Meredith Corporation, 136, 201
Met-Pro Corporation, 169
Herman Miller, Inc., 68, 218
Milton Roy Company, 55, 276, 401
Minnesota Mining and Manufacturing Company, 244
Minntech Corporation, 83, 201, 351
Mobil Corporation, 31
Molex Incorporated, 78
Monsanto Company, 367, 450
Morton Thiokol, Inc., 111, 192
Mosinee Paper Corporation, 233, 374
Motorola, Inc., 272
Mountain Medical Equipment, Inc., 173
Murphy Oil Corporation, 280, 430

p

PACCAR Inc., 93, 237, 440
PPG Industries, Inc., 2
Pacific Resources, Inc., 65, 389
Pall Corporation, 170, 272, 349
Pantasote Inc., 81, 249
The Penn Central Corporation, 36
The Penn Traffic Company, 344
J.C. Penney Company, Inc., 225, 314
Pennwalt Corporation, 73, 228
Pennzoil Company, 37, 266, 444
The Perkin-Elmer Corporation, 158, 275
Philip Morris Companies Inc., 33, 177, 392
Philips Industries Inc., 132, 234, 354
Phillips Petroleum Company, 225
Phillips-Van Heusen Corporation, 68
The Pillsbury Company, 7 0,1 72
Pioneer Hi-Bred International, Inc., 90, 170, 247
Pitney Bowes Inc., 4 3,1 13
The Pittston Company, 96, 107, 308
Potlatch Corporation, 6, 136, 210, 244
Prab Robots, Inc., 121, 173
Pratt & Lambert, Inc., 169, 408
Premark International, Inc., 93, 288
Premier Industrial Corporation, 121
Publix Super Markets, Inc., 281, 375

Q
The Quaker Oats Company, 124, 314
Quaker State Corporation, 217, 237
Quanex Corporation, 85, 158, 271
Quantum Chemical Corporation, 130

N
NACCO Industries, Inc., 153, 201, 287
NCR Corporation, 20, 407
National Intergroup, Inc., 35, 203
National Medical Enterprises, Inc., 358
National Semiconductor Corporation, 96, 330
National Service Industries, Inc., 163
The New York Times Company, 175, 263, 423
Nicolet Instrument Corporation, 110
Nortek, Inc., 152
Northrop Corporation, 172
Norton Company, 248
Noxell Corporation, 124
Nucor Corporation, 348

o
Oak Industries Inc., 93, 155, 176, 272, 429
Occidental Petroleum Corporation, 79,113
Ogden Corporation, 41, 269
Olin Corporation, 90, 245
Omnicom Group Inc., 193, 223
Optical Coating Laboratory, Inc., 147, 227, 241
Orion Pictures Corporation, 229
Outboard Marine Corporation, 442
Owens-Corning Fiberglas Corporation, 184, 439
Oxford Industries, Inc., 24

R
Ralston Purina Company, 70, 90, 130
Raychem Corporation, 123, 196
Raytheon Company, 72, 282
Redman Industries, Inc., 233
Richardson Electronics, Ltd., 161
H.H. Robertson Company, 304
Rockwell International Corporation, 156, 315
Rohm and Haas Company, 71, 271
Rohr Industries, Inc., 265
Rorer Group Inc., 75
Rubbermaid incorporated, 13
Russ Togs, Inc., 81
Rykoff-Sexton, Inc., 268
The Rymer Company, 68, 229, 292

s
SPS Technologies, Inc., 305
SPX Corporation, 81
Sanmark-Stardust Inc., 69
Sara Lee Corporation, 267
Savannah Foods & Industries, Inc., 277, 417
Schlumberger Limited, 388

465

Com pany Index

Scope Industries, 150
Scott Paper Company, 24, 77, 278, 424
Seagate Technology, 91
Sears, Roebuck and Co., 33, 305, 437
Service Corporation international, 38, 187
Shaklee Corporation, 96
Shaw Industries, Inc., 122
SiMETCO, Inc., 168, 311
Simpson Industries, Inc., 21
Slattery Group Inc., 236, 428
A.O. Smith Corporation, 31, 171, 299
Smithfield Foods, Inc., 201
SmithKiine Beckman Corporation, 196, 239, 408, 448
Snap-on Tools Corporation, 115, 221, 334
Sonoco Products Company, 368, 428
Sparton Corporation, 72
Spectrum Control, Inc., 34, 108, 296
Speizman Industries, Inc., 277
Springs Industries, Inc., 171
Square D Company, 194, 441
Standard Motor Products, Inc., 244
The Standard Products Company, 128, 345
The Standard Register Company, 133
Stanhome Inc., 166, 297
The Stanley Works, 70, 150
The L.S. Starrett Company, 369
Steel Technologies Inc., 93, 133, 442
Stone Container Corporation, 84, 452
Sun Company, Inc., 67, 267, 324
Sundstrand Corporation, 37, 302, 384
Sunrise Medical Inc., 190, 213
Super Valu Stores, Inc., 67,129, 194
Syntex Corporation, 146, 253

T
TCI International, Inc., 147
Tandem Computers Incorporated, 78, 221, 252
Tandy Corporation, 229
Tasty Baking Company, 276, 400
Tecumseh Products Company, 72
Temple-Inland Inc., 51
Temtex Industries, Inc., 85, 111
Tenneco Inc., 335, 441
Tesoro Petroleum Corporation, 211, 289, 431
Texas Industries, Inc., 82
Texas Instruments Incorporated, 125
Textron Inc., 38, 393
Thorn Apple Valley, Inc., 91, 99, 185
The Times Mirror Company, 235, 411
The Timken Company, 444
Tokheim Corporation, 166
Tonka Corporation, 77, 131
Tosco Corporation, 82, 85, 309
Transtech Industries, Inc., 109, 174, 305
TransTechnology Corporation, 36, 385
Tribune Company, 84, 133, 225
Trinity Industries, Inc., 127
Tultex Corporation, 104, 203, 267
Twin Disc, Incorporated, 439
Tyson Foods, Inc., 68, 96

U
USG Corporation, 323
UST Inc., 104
USX Corporation, 91, 367, 400
Unifi, Inc., 362
Union Camp Corporation, 283
Union Carbide Corporation, 77
Union Texas Petroleum Holdings, Inc., 290
Unisys Corporation, 72, 276
United Foods, Inc., 73, 159, 252
United Merchants and Manufacturers, Inc., 69
The United States Shoe Corporation, 80, 191
United States Surgical Corporation, 294
United Technologies Corporation, 67, 168
Univar Corporation, 244
Universal Corporation, 366
Universal Voltronics Corporation, 302
Unocal Corporation, 187
The Upjohn Company, 177

V
Varian Associates, Inc., 174, 247
Vipont Pharmaceutical, Inc., 250
Vishay Intertechnology, Inc., 86, 449

W
W al-Mart Stores, Inc., 133
Wang Laboratories, Inc., 165, 270
W arner Communications Inc., 320
W arner-Lambert Company, 217
The Washington Post Company, 104, 142, 248
Waste Management, Inc., 128
Wausau Paper M ills Company, 376
Waxman Industries, Inc., 89, 161, 310
West Point-Pepperell, Inc., 115, 274, 326, 406
Western Digital Corporation, 57, 97, 156, 191
Westinghouse Electric Corporation, 66, 328
Westvaco Corporation, 420
Wetterau incorporated, 24, 277
W eyerhaeuser Company, 21
W heeling-Pittsburgh Steel Corporation, 282
W hirlpool Corporation, 88, 114, 428
Whitman Corporation, 9 2,1 07
W hittaker Corporation, 156, 295
The W illiams Companies, Inc., 89,143, 196
Wilson Foods Corporation, 128
Winnebago Industries, Inc., 71, 109, 172
Witco Corporation, 390
F.W. Woolworth Co., 24
Wm. W rigley Jr. Company, 280

X
Xerox Corporation, 28

z
Zenith Electronics Corporation, 76, 118
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A

ACCOUNTS PAYABLE, see Liabilities
ACCOUNTS RECEiVABLE, see Receivables

ACCOUNTANTS REPORT, see Independent Auditors’ Re
ports
ACCOUNTING CHANGES
Auditors’ report, 429, 433-445
Consolidation, 27, 28, 33, 39-51, 440-442
Contracts, 37
Depreciable lives, 30
Depreciation method, 39
Income taxes, 32-35, 298, 299, 307, 328-330, 435-438
Insurance company contracts, 33, 38, 39, 437
Inventories— Overhead costs, 35, 36, 125, 442
UFO adopted, 36
LIFO discontinued, 36, 127, 331, 442, 443
Loan originating fees, 38, 39, 53, 328
Oil and gas operations, 37, 38, 444, 445
Pension costs, 31, 262, 434, 438, 439
ACCOUNTING INTERPRETATIONS (AICPA)
Discontinued operations, 303
Extraordinary items, 308

ACCRETION
Preferred stock, 211, 335, 336
ACCUMULATED DEPRECIATION, see Depreciation
ACQUISITIONS, see Poolings of Interests: Purchase
Method
ACTUARIAL VALUATIONS, see Pension and Retirement
Plans
ADDITIONAL PAID-IN CAPITAL, see Stockholders’ Equity
ADJUSTMENTS, PRIOR PERIOD, see Restatement of
Prior Period Statements
ADVANCES
Current asset, 133
Current liability, 171, 172
Noncurrent liability, 201
Refinancing assistance agreement, 84
ADVERTISING COSTS
Current liability, 175

ACCOUNTING POLICIES, 25-29

AFFILIATED COMPANIES, see Investments

ACCOUNTING PRINCIPLES BOARD OPINIONS (AICPA)
No. 10— Liquidation preference of preferred stock, 205
No. 11— Statement presentation of income taxes, 284
No. 12— Allowances deducted from assets, 118
No. 12— Capital changes, 340
No. 12— Disclosure of depreciable assets, 134
No. 12— Disclosure of depreciation expense, 134
No. 15— Capital structures, 204
No. 15— Earnings per share, 311
No. 15— Stock dividends and splits, 317
No. 16— Business combinations, 54
No. 17— Intangible assets, 150
No. 18— Equity method for investments, 139
No. 20— Accounting changes, 30
No. 21— Imputed interest, 148
No. 22— Disclosure of accounting policies, 25
No. 23— Taxes on undistributed earnings, 295
No. 25— Compensatory plans, 271
No. 30— Discontinued operations, 303
No. 30— Extraordinary items, 308

AGREEMENTS, see Commitments: Contracts

ACCOUNTING RESEARCH BULLETINS (AICPA)
No. 43 Chapter 3A Current liabilities, 163
No. 43 Chapter 3A Marketable securities, 105
No. 43 Chapter 3A Noncurrent receivables, 148
No. 43 Chapter 4 Inventories, 119
No. 43 Chapter 9C Depreciation accounting, 278
No. 43 Chapter 13B Stock option plans, 213
No. 50 Gain contingencies, 62
No. 51 Consolidation of subsidiaries, 41

ALLOCATION OF INCOME TAXES, see Income Taxes
ANNUAL REPORTS TO STOCKHOLDERS
SEC requirements, 2
ASSETS
Adjustments, see W rite-downs/W rite-offs
Depreciable, see Property, Plant, and Equipment
Held for sale, 129-131, 157-159
Intangible, see Intangible Assets
Pledged, see Collateral
Sale, 115, 116, 234-236, 252
Uncertainty, 433
AUDIT COMMITTEE REPORT, 450
AUDITING STANDARDS BOARD
Addressee, 425
Auditors’ standard report, 426
Departures from promulgated accounting principles, 429
Departures from unqualified opinions, 447
Emphasis of a matter, 445
Lack of consistency, 435
Reports on comparative financial statements, 447
Subsequent events, 84
Title of auditors’ report, 425
Uncertainties, 429
Work of other auditors, 427
AUDITORS, CHANGE IN, 447, 448
AUDITORS’ REPORT, see Independent Auditors’ Reports
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B

BALANCE SHEET
Consolidating, 51, 449
Format, 101
Title, 101
Unclassified, 49-51
BANKERS’ ACCEPTANCES, 101, 107
BONDS, see Liabilities
BONUS PAYMENTS, see Employees
BROADCAST RIGHTS
Asset, 133
Purchase commitment, 84
BUSINESS COMBINATIONS, see Poolings of Interest;
Purchase Method
Takeover offer, 73
BUSINESS SEGMENTS, see Discontinued Operations;
Segment Information
BUY-SELL OPTIONS, 53

COMMITMENTS, see Contracts
Broadcast rights, 84
Capital expenditures, 78
Contingent consideration, 80, 82, 83
Data processing services, 83
Foreign currency exchange contracts, 77
Futures contracts, 77, 78
Interest rate swaps, 76, 77
Joint venture, 83
Loan agreement restrictions, 75, 76, 185, 212
Purchase contracts, 79, 80, 189
Refinancing assistance, 84
Research and development, 83
Royalty agreements, 83
Sales agreements, 82, 83
Stock repurchase agreement, 79, 206
Unconditional purchase obligations, 79
COMMODITY FUTURES CONTRACTS, see Hedging
COMMON STOCK, see Stockholders’ Equity
COMPANIES SELECTED FOR SURVEY, 1
COMPARATIVE FINANCIAL STATEMENTS
Auditors’ standard report, 426
SEC requirement, 2, 24
COMPENSATING CASH BALANCES, 104
COMPENSATION, see Employees
CONGLOMERATE COMPANIES, see Segment Informa
tion

c
CAPITAL STOCK, see Stockholders Equity
CAPITAL STRUCTURES, 204
CARRYBACKS/CARRYFORWARDS, see Income Taxes
CASH
Cash equivalents, 26, 101-108
Current asset, 101-104
Noncurrent asset, 160
Overdraft, 103
Restricted, 103, 133, 160

CONSISTENCY, 435-445
CONSOLIDATION
Accounting change, 27, 28, 33, 39-51, 440-442
Deconsolidation, 52
Fiscal period of subsidiaries, 54
Nonconsolidated subsidiaries, 52-54
Nonhomogeneous operations, 41 -52, 237, 238
CONTINGENCIES, see Gain Contingencies; Loss Conting
encies
Definition, 62
CONTINGENT CONSIDERATION, 80, 82, 83

COAL PROPERTIES, 138

CONTRACTS, see Commitments
Accounting change, 37
Billings, 175
Completion Costs, 176
Employment, 80, 81
Film rental, 201
Futures, see Hedging
Government, 71, 72, 74, 75, 111
Inventoried costs, 125, 126
Price modification claims, 74, 75, 434, 435
Purchase, 79, 80
Receivables, 111, 112
Revenue, 175, 300-303
Service, 174, 232
Timber, 84, 280
Unbilled costs, 131, 132

COLLATERAL
Receivables, 118

CORPORATE RESPONSIBILITY
Social awareness expenditures, 314-316

COMMERCIAL PAPER
Current asset, 101-103,107, 108
Current liability, 163-165
Noncurrent liability, 84, 181, 182, 310

COST OF GOODS SOLD, 243, 244

CASH SURRENDER VALUE, 161
CASUALTY LOSS, 95
CHANGES IN ACCOUNTING, see Accounting Changes
CHAPTER 11
Liabilities, 201, 202
Settlement, 311
CLASSIFICATION OF COMPANIES
Industrial groups, 1
Revenues, 1
CLOSEDOWN, see Discontinued Operations

COSTS, see Expenses
COVENANTS NOT TO COMPETE, 154
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CREDIT AGREEMENTS
Default. 431, 432
Long term, 177-187
S h o rtterm, 104, 163-165
Subsequent events, 85
CUSTOMER LISTS. 153-155

D
DEBT, see Liabilities
DEBT ISSUE COSTS, 161
DEFERRED COMPENSATION, see Employees
DEFERRED CREDITS
Current liability, 174, 175
Debt exchange rights, 203
Excess of acquired assets over cost, 203
Loan repayable through future delivery of products, 202
Public offering by investee, 203, 204
Royalties, 202, 203
Sale of distribution rights, 202
DEFERRED INCOME TAXES
Noncurrent liability, 195

SEC requirements, 2, 24
Segment information, 14
Software development costs, 150
Statement of Cash Flows, 372, 421, 424
Stock dividends or splits subsequent to balance sheet
date, 317
Stock option and purchase plans, 213
Valuation allowances, 118
Work of other auditors, 427
DISCONTINUED OPERATIONS
Assets, 129-131, 157-159
Liability accruals, 170, 171, 198-200
Loss contingencies, 67, 73
Losses, 246, 247
Restructuring charge classification, 243
Sales agreement, 82
Segments of business, 303-306
Subsequent event, 89, 90
DIVERSIFIED COMPANIES, see Segment Information
DIVIDENDS
Cash, 318-320
In kind, 322-325
Restrictions, 75, 76, 185, 212
Stock. 321, 322
Stock purchase rights, 325, 326
DOLLARS IN THOUSANDS OR MILLIONS, 25
DOUBTFUL ACCOUNTS, 118, 252

DEPLETION, 283-284
DEPOSITS
Current asset, 102, 103
Current liability, 171
DEPRECIABLE ASSETS, see Property, Plant and Equip
ment
DEPRECIATION
Accounting change, 30, 39
Accumulated, 135
Declining balance, 281
Definition, 278
Depreciable lives, 30
Production-variable, 282
Straight line, 278-280
Sum -of-the-years-digits, 282
Units of production, 280
DISCLOSURE
Accounting policies, 25
Changes in stockholder equity accounts, 340
Complex capital structures, 204
Consolidation policy, 39
Defined benefit pension plans, 255
Depreciable assets, 134
Depreciation expense, 134
Discontinued operations, 303
Earnings per share, 311
Health care and life insurance benefits, 255
Income taxes, 284, 293, 295
Intangible asset amortization, 150
Liquidation preference, 205
Long-term debt m aturities, 177
Marketable securities, 105
Notes to financial statements, 25
Preferred stock redemption requirements, 205
Related party transactions, 97

E
EARNINGS PER SHARE, 311-313
EMPHASIS OF A MATTER
Push-down accounting, 446
EMPLOYEE STOCK OWNERSHIP PLANS, 224-226, 276,
277
EMPLOYEES
Deferred compensation, 196-198, 277, 278
Employee stock ownership plan, 224-226, 276, 277
Employment contracts, 80, 81
Health care and insurance benefits, 197, 260, 261, 265,
270, 271
Incentive compensation, 271, 272
Income tax benefits, 357-359
Investment plans, 275
Issuance of stock, 346-349
Liability accruals, 166, 167, 196-198
Litigation, 62
Pension plans, see Pension Plans
Performance convertible debenture units, 278
Profit sharing, 275
Receivables, 148
Savings plans, 276
Stock appreciation rights, 347, 348
Stock award plans, 216, 217, 222-224, 272-275
Stock option plans, 213-217
Stock purchase plans, 218
Subsequent event, 92
Unearned compensation, 222-224
VEBA trust. 129, 278
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ENGINEERING DRAWINGS, 155

FINANCIAL FUTURES CONTRACTS, see Hedging

ENVIRONMENTAL REGULATIONS
Compliance costs, 26, 65, 71, 78, 253

FINANCIAL STATEMENTS
Comparative, 24
Notes, 25
Order of presentation, 24
Rounding of amounts, 25

EQUITY METHOD, 52, 139-144
Equity in investee income/loss, 236, 250, 251, 306, 307
Investee less than 20% owned, 143, 144, 251
Liability for investee losses, 142
EXCESS OF ACQUIRED NET ASSETS OVER COST
Amortization, 251
Deferred credit, 203
EXCESS OF COST OVER FAIR VALUE, 150-152
EXPENSES, see Losses
Cost of goods sold, 243, 244
Definition, 242
Doubtful accounts, 252
Interest, 244, 245
Research and development, 245
EXTRAORDINARY ITEMS
Chapter 11 settlem ent, 311
Extinguishment of debt, 309, 310
Litigation settlement, 310
Realization of tax loss carryforwards, 308, 309

FIRST-IN, FIRST-OUT, see Inventories
FISCAL PERIODS
Change in, 22, 23, 56, 336
Definition, 24, 27
Natural business year, 22
Subsidiaries, 54
FIVE YEAR SUMMARY OF OPERATIONS, 5-7
FIXED ASSETS, see Property, Plant, and Equipment
FLOW OF FUNDS ANALYSIS, see Statement of Cash
Flows
FOREIGN OPERATIONS
Currency translation, see Translation of Foreign Curren
cies
Hedging to minimize foreign exchange fluctuations, 68,
77
FORWARD EXCHANGE CONTRACTS, see Hedging
FRANCHISE INCOME, 240, 241
FUNDS SEGREGATED FOR DESIGNATED PURPOSES,
160

F

FUTURES, see Hedging

FIFO, see Inventories

G

FILM COSTS, 162
FILM RENTAL CONTRACTS, 201
FINANCE RECEIVABLES, see Receivables
FINANCIAL ACCOUNTING STANDARDS BOARD
INTERPRETATIONS
No. 28— Stock appreciation rights, 213
No. 35— Equity method criteria, 139
FINANCIAL ACCOUNTING STANDARDS BOARD
STATEMENTS
No. 4— Debt extinguishment losses/gains, 308
No. 5— Definition of contingencies, 62
No. 12— Marketable equity securities, 105
No. 13— Leases, 188
No. 14— Segment reporting, 14
No. 16— Prior period adjustments, 327
No. 21— Nonpublic enterprises, 14
No. 47— Long-term debt maturities, 177
No. 47— Preferred stock redemption requirements, 205
No. 52— Foreign currency translation, 365
No. 57— Related party transactions, 97
No. 76— Extinguished debt, 177
No. 77— Receivables sold with recourse, 116
No. 81— Health care and life insurance benefits, 255
No. 86— Software development costs, 150
No. 87— Pension plans, 255
No. 89— Current cost requirement eliminated, 100
No. 94— Consolidation of majority-owned subsidiaries,
41
No. 95— Statement of Cash Flows, 371
No. 96— Income taxes, 284, 293, 295

GAIN CONTINGENCIES
Carryforwards, 293, 295
Contingent receivable, 75
Contract price modification claims, 74, 75
Litigation, 73, 74, 176
GAINS
Definition, 232
Equity in income of investees, 236
Extraordinary, 308, 309, 311
Foreign currency transactions, 236, 237
Franchise income, 240, 241
Insurance settlem ent, 240
Interest income, 233, 234
Litigation settlement, 239
Minority interest in loss of subsidiary, 239, 240
Nonhomogeneous operations, 237, 238
Pension plan settlements, 238
Royalty income, 238
Sale of assets, 234-236
Sale of subsidiary stock, 239
Transfer of assets to investee, 241
Unusual/nonrecurring, 241, 242
GOING CONCERN BASIS
Auditors’ report, 431, 432
GOODWILL
Amortization, 248
Intangible asset, 150-152
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GOVERNMENT REGULATIONS, 71-73
GRANTS
Development, 136
GROUP ANNUITY PLAN, see Pension and Retirement
Plans
GUARANTEES AND WARRANTIES
Contract performance, 67
Debt, 66, 67
Leases, 67, 68
Product, 28, 173, 174

Lack of consistency, 435-445
Presentation in annual report, 425
Supplemental statements or schedules, 448-450
Title, 425
Uncertainties, 429-435
Work of other auditors, 427-429
INDUSTRIAL REVENUE BONDS, 180, 182, 185
INDUSTRY CLASSIFICATION
Classification of companies In survey, 1
LIFO inventories, 119
INFLATION ACCOUNTING, 100
INSTALLMENT METHOD, 149, 150
INSTALLMENT RECEIVABLES, see Receivables

H
HEDGING
Foreign exchange, 68, 77, 177
Interest rates, 76, 77, 164, 180, 183
Inventory, 27, 77, 78, 127, 128

I
IDLE FACILITIES, 135
INCENTIVE COMPENSATION, see Employees
INCOME, see Revenue
INCOME PER SHARE, see Earnings Per Share
INCOME STATEMENT
Format, 231
Title, 231

INSURANCE
Accrued costs, 172, 173
Cash surrender value, 161
Claims, 199
Insurance company contracts, 33, 38, 39, 437
Losses, 29, 72
Premium income, 28
Settlement, 240
INTANGIBLE ASSETS
Covenants not to compete, 154
Customer lists, 153-155
Drawings, 155
Goodwill, see Goodwill
License agreements, 153, 154
Patents, 153
Purchased technology, 153, 156
Software development costs, 154, 155
Trademarks/trade names, 153
INTEREST
Capitalized, 134, 279
Expense, 244, 245
Income, 233, 234

INCOME TAXES
Accounting change, 32-35, 298, 299, 307, 328-330,
435-438
Alternate minimum tax, 286, 291, 294
Assessments, 69, 70, 434
Balance sheet presentation, 167, 168,195
Carrybacks/Carryfor wards, 284-286, 290-295
Cash basis repealed, 298
Charge in lieu of income taxes, 287, 288
Deferred income taxes, see Deferred Income Taxes
Income statement presentation, 284-293
Investment credit, 293-295, 298
Permanent differences, 284
Refund claims, 110, 111
Settlement with IRS, 289
Tax agreement with affiliate, 291
Tax benefits related to employee benefit plans, 357-359
Undistributed earnings, see Undistributed Earnings

INTEREST RATE EXCHANGE AGREEMENTS, see Hedg
ing

INDEBTEDNESS, see Liabilities

INVESTMENTS
Capital transactions of affiliate, 339, 340
Cost method, 52, 105-107, 144-146
Current asset, 102, 105-109
Distributions in excess of investment, 200, 201
Equity method, see Equity Method
Liability for investee losses, 142

INDEPENDENT AUDITORS’ REPORTS
Addressee, 425
Auditors’ standard report, 426
Change in auditors, 447, 448
Departure from a promulgated accounting principle, 429
Emphasis of a matter, 445, 446

INTERIM PERIODS
Quarterly financial data, 2-4
INTERPERIOD TAX ALLOCATION, see Income Taxes
INVENTORIES
Accounting change, 35, 36, 125, 127, 331, 442, 443
Average cost, 123-125
FIFO, 122, 123
Hedging, 27, 77, 78, 127, 128
Industry groups using LIFO, 119
LIFO, 119-122
Overhead costs, 35, 36, 125, 442
Production cost, 125, 126
Purchase commitments, 80
Specific identification, 127
INVESTMENT TAX CREDIT, 293-295, 298
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IN V E S T M E N T S (c o n t.)
Lower of cost or market, 107-109, 147
Money market funds, 1 0 2 ,1 0 4 , 108
Nonconsolidated subsidiaries, 5 2 -54
Noncurrent asset, 139-147
Real estate, 162
Repurchase agreem ents, 103
Reverse repurchase agreem ents, 102
Subsequent event, 90
Tax benefits, 163
Uncertainty, 4 3 3
Valuation allowance, 2 2 6

J

Equity in investee losses, 142
Extinguishment of debt, 309, 31 0
Film rental contracts, 201
Forward contract commitments, 177
Income taxes, 1 6 7 ,1 6 8 ,1 9 5
Insurance, 172, 173, 199
Loan agreem ent restrictions, 75, 7 6 ,1 8 5 , 2 1 2
Long-term debt, 17 7-1 85
Noncompete agreem ent, 200
Product warranties, 173, 174
Royalties, 176
Service contract revenue, 174
Short term debt, 16 3-1 65
Subsequent event, 8 4 -86 , 95
Taxes other than Federal income taxes, 1 6 9 ,1 7 0
Trade accounts payable, 165, 166
Zero coupon notes, 178, 179
LIFO, see Inventories
LINE O F C R E D IT , see Credit Agreem ents

JO IN T V E N T U R E
Formation, 83, 88, 89, 241
Investee, 251

LITIG A TIO N
Auditors’ Report, 428, 4 3 0-4 32
Contingencies, 62-66, 73, 74
Settlements, 63, 64, 239, 252, 31 0
Subsequent event, 91, 92
LOAN O R IG IN A T IN G F E E S
Accounting change, 38, 39, 53, 32 8

L

LOAN R EPA YABLE T H R O U G H F U T U R E D E LIVER Y, 2 0 2
LOANS, see Liabilities

LACK O F C O N S IS T E N C Y , 43 5 -4 4 5

LOSS C A R R YB A C K S, s ee Income Taxes

LAST-IN, F IR S T -O U T , see Inventories

LO SS C A R R Y F O R W A R D S , see Income Taxes

LA W SUITS, see Litigation

LIC EN SE A G R E E M E N T S , 153, 154

LOSS C O N T IN G E N C IE S
Discontinued operations, 67, 73
Government regulations, 71, 72
Guarantees, see Guarantees and Warranties
Letters of credit, 68, 69
Litigation, s ee Litigation
Non-insured losses, 72
Receivables sold with recourse, 70, 71, 116-118
Strikes, 73
T ax assessments, 69, 70, 43 4
Trade acceptances sold with recourse, 73
Unasserted claims, 73
Unsolicited takeover offer, 73

LIABILITIES
Advances, 171, 172, 201
Advertising, 175
Business acquisition, 176
Chapter 11 filing, 201, 202
Commercial paper, see Commercial Paper
Contract billings, 175
Contractual completion costs, 176
Current amount classified as noncurrent, 84, 181-183,
31 0
Current amount of long term debt, 168, 169
Debt converted into stock, 350, 351
Debt guarantee, 66, 6 7
Deferred revenue, see Deferred Credits
Deposits, 171
Discontinued operations, 1 7 0 ,1 7 1 , 198-200
Distributions received in excess of investment, 200, 201
Employees, 166, 167, 196-198, 2 2 4-2 26

LO SSES, see Expenses
Definition, 24 2
Discontinued operations, 246, 24 7
Environmental cleanup, 2 5 3
Equity in losses of investee, 250, 251
Extinguishment of debt, 309, 31 0
Extraordinary, 309, 31 0
Foreign currency, 247, 2 4 8
Goodwill amortization, 24 8
Insurance operations, 29
Litigation settlement, 2 5 2
Minority interest, 249, 25 0
Pension plan settlement, 25 4
Sale of assets, 25 2
Sale of subsidiary stock, 25 3
Staff reduction, 254, 25 5
Unusual/nonrecurring, 254, 25 5
Write-downs/write-offs, 24 9

LEASES
Lessee, 188-193
Lessor, 148, 193, 194, 23 3
Leveraged, 44, 114, 115, 194
Sale-leaseback, 133, 134
Subsequent event, 9 6
Tax lease, 163
LE TT E R S O F C R E D IT , 68, 69
LEVER A G ED B U Y -O U TS , 58-61
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M
MANAGEMENT ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS, 7-13
MANAGEMENT REPORT, 450-452
MARKETABLE SECURITIES, see Investments
MERGERS, see Poolings of Interests; Purchase Method
MINORITY INTERESTS
Balance sheet, 195, 196
Income statement, 239, 240, 249, 250, 307
MODEL CHANGE COSTS, 31
MONEY MARKET FUNDS, 102, 104, 108
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PENSION AND RETIREMENT PLANS
Adopted, 270
Accounting change, 31, 262, 434, 438, 439
Amended, 258
Contingent liability for unfunded benefits, 66
Defined benefit plans, 256-266
Defined contribution plans, 266, 267
Minimum liability, 263-265
Multiemployer, 268
Prepaid costs, 159, 160
Settlements, 238, 254, 259
Supplemental benefits, 197, 198, 267, 268
Terminated, 268, 269
Termination commitment, 258
PERFORMANCE SHARE PLAN, see Employees
PLANT, see Property, Plant and Equipment
PLEDGED ASSETS, see Collateral

N
NATURAL BUSINESS YEAR, see Fiscal Periods
NONCANCELABLE LEASES, see Leases

POOLINGS OF INTERESTS
Business combinations, 54-56, 327, 328
Fiscal year change, 336
Subsequent events, 86-88
POST BALANCE SHEET DISCLOSURES, see Subse
quent Events

NONCOMPETE AGREEMENTS
Intangible asset, 154
Obligations, 200

POSTRETIREMENT HEALTH CARE AND LIFE INSUR
ANCE BENEFITS, 197, 260, 261, 265, 270, 271

NONMONETARY TRANSACTIONS
Exchange of investments, 235

PREPAID EXPENSES, 128, 129

NOTES PAYABLE, see Liabilities
NOTES RECEIVABLE, see Receivables
NOTES TO FINANCIAL STATEMENTS, 25

o

PREFERRED STOCK, see Stockholders’ Equity
PRIOR PERIOD ADJUSTMENT, 331
PRIVATE PLACEMENT, 344
PRO FORMA FINANCIAL DATA
Accounting changes, 35, 37
Purchase method, 56-60, 176
Subsequent events, 87-89, 95, 449, 450
PRODUCT WARRANTIES, see Guarantees and Warran
ties
PROFIT SHARING, see Employees

OBLIGATIONS, see Liabilities
OFFSET, RIGHT OF, 180
OIL AND GAS OPERATIONS
Accounting change, 37, 38, 444, 445
Properties, 137, 138, 283, 284
OPINIONS, see Independent Auditors’ Reports
OPINIONS, APB, see Accounting Principles Board Opin
ions

p

PROPERTY, PLANT AND EQUIPMENT
Classified by function, 137, 138
Classified by nature, 134-137
Commitments, 78
Construction funds, 160
Depreciation, see Depreciation
Discontinued operations, see Discontinued Operations
Held for sale, 129-131, 157-159
Idle facilities, 135
Subsequent event, 91
PUBLIC OFFERINGS
Gain deferred, 203, 204
Parent company, 344, 355, 356
Subsidiary, 94, 95, 140, 239, 253

PAR VALUE
Reduced, 364

PURCHASE METHOD
Business combinations, 56-58, 359-361
Commitment, 80
Contingent consideration, 80, 82, 83
Liability, 176
Subsequent event, 86, 88, 89, 96, 97

PARTNERSHIP, 95

PURCHASED TECHNOLOGY, 153, 156

PATENTS, 153

PUSH-DOWN ACCOUNTING, 60, 61

PAYABLES, see Liabilities

PUT AGREEMENT, 206

PAID-IN CAPITAL, see Stockholders’ Equity
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Q
QUALIFIED OPINIONS, 447
QUARTERLY FINANCIAL INFORMATION, 2-4

R
REAL ESTATE PROJECTS, 162
RECAPITALIZATION, 323-325
RECEIVABLES
Contingent, 75
Contracts, 111, 112
Current, 110-116
Doubtful accounts, 118, 252
Due from investee, 112, 113
Employees, 226, 227
Finance receivables, 29, 44, 48, 113-115, 149
Income tax refund claims, 110, 111
Installment, 28, 115
Noncurrent, 148-150
Sale of assets, 115, 116
Sold to finance subsidiaries, 116
Sold to independent entity, 70, 71, 97, 116-118
REFINANCING ASSISTANCE AGREEMENT, 84
RELATED PARTY TRANSACTIONS, 97-100
RELOCATION, see Discontinued Operations
REPORT OF AUDIT COMMITTEE, 450
REPORT OF MANAGEMENT, 450-452

Preferred stock accretion, 335, 336
Spin-off, 322, 324, 325
Statement of changes, 317
Stock purchase rights redemption, 337
Treasury stock transactions, 318, 332-334
REVENUE see Gains
Contracts, 175, 300-303
Deferred, 174, 175, 202-204
Definition, 232
Finance receivables, 29
Income statement captions, 232, 233
installm ent contracts, 28
installm ent method, 149, 150
Insurance premiums, 28
Leases, 28
Manufactured houses, 233
Revenue of survey companies, 1
Sales subject to right of return, 174
Software programs, 233
Service contracts, 174, 232
Subscription, 174
Tuition, 233
REVERSE PURCHASE AGREEMENTS, 102
REVOLVING CREDIT AGREEMENTS, see Credit Agree
ments
RIGHT OF OFFSET, 180
RIGHTS, see Stock Purchase Rights
Stock sale, 143
ROUNDING OF AMOUNTS, 25
ROYALTIES
Commitment, 83
Income, 238
Liability, 176
Unearned, 202, 203

REPORTING ENTITY, see Consolidation
REPURCHASE AGREEMENTS
Investments, 103
RESEARCH AND DEVELOPMENT
Costs, 245
Limited partnership, 83
RESERVES
Use of term, 204
RESTATEMENT OF PRIOR PERIOD STATEMENTS
Change in accounting principles, 328-331
Pooling of interests, 327, 328
Prior period adjustment, 331
RESTRICTED ASSETS, 103, 133
RESTRICTED STOCK AWARDS, see EMPLOYEES
RESTRICTIONS
Loan agreements, 75, 76
RESTRUCTURING, see Discontinued Operations
RETAINED EARNINGS
Adjustments to opening balance, see Restatement of
Prior Period Statements
Balance sheet title, 212, 213
Capital transactions of affiliate, 339, 340
Dividends, see Dividends
Fiscal year change, 336

s
S CORPORATION
Pooled company, 328
SALES, see Revenues
SAVINGS AND LOAN COMPANIES, 48, 52
SAVINGS PLANS, see Employees
SECURITIES, see Investments
SECURITIES AND EXCHANGE COMMISSION
Annual reports to stockholders, 2
Comparative financial statements, 2, 24
Preferred stock subject to redemption, 205
Restructuring charges, 243
SEGMENT INFORMATION, 14-22
Export sales, 21, 22
Foreign operations, 19, 20
Industry segments, 14-19
Major customers, 21
SELECTED FINANCIAL DATA, 5-7
SERVICE CONTRACT REVENUE, 174, 232
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SHORT-TERM DEBT, see Liabilities
SOCIAL AWARENESS EXPENDITURES, 314-316

STOCK PURCHASE WARRANTS
Exercised, 361, 362
Issued, 206
Outstanding, 181, 209, 229, 230

SOFTWARE COSTS, 154, 155

STOCK SPLITS, 94, 340-345

SOURCE AND USE OF WORKING CAPITAL, see State
ment of Cash Flows

STOCKHOLDERS’ EQUITY
Additional paid-in capital, 211, 346
Balance sheet title, 204
Capital structures, 204
Common stock, 205
Conversion of debt or preferred stock, 346, 350-354
Cumulative translation adjustments, 221, 222
ESOP, 224-226
Employee benefit plan issuances, 346-349
Par value change, 364
Preferred stock, 205-211, 319, 335, 336
Private placement, 344
Public offering, 344, 355-356
Purchase method acquisitions, 359-361
Receivable, 226, 227
Retained earnings, see Retained Earnings
Stock purchase rights, see Stock Purchase Rights
Stock purchase warrants, see Stock Purchase W arrants
Stock repurchase commitment, 79
Stock splits, 94, 340-345
Subsequent event, 92
Tax benefits related to employee benefit plans, 357-359
Treasury stock, see Treasury Stock
Unearned compensation, 222-224

SHUT DOWN, see Discontinued Operations

SPIN-OFF
Dividend in kind, 303, 322, 324, 325
STATEMENT OF CASH FLOWS
Auditors’ report, 443, 444
Capital stock, 375, 377, 380, 398, 407, 408
Cash surrender value, 384
Cumulative effect of accounting change, 384, 389, 390,
392, 394
Currency swap, 415
Debt, 379, 401, 409-411
Direct method, 372-377
Discontinued operations, 385, 386, 404, 406
Dividends paid, 413, 414
Dividends received, 375, 385
Extraordinary items, 387, 388
Foreign currency cash flows, 419, 420
Futures transactions, 406
insurance payments, 375
Insurance proceeds, 373, 379
Interest and income tax payments, 287, 381-384
Interest rate swaps, 405
Investments, 379, 385, 388, 389, 396-398, 403, 424
investor put option, 410
Joint venture divestiture, 383
Leases, 372, 373, 377, 408, 416, 419
Litigation settlem ent, 373
Loans, 375, 385, 386, 389, 399, 400, 417
Noncash activities, 379, 391, 406, 416, 419, 421-424
Nonhomogeneous operations, 392, 393
Overdraft, 412
Presentation in annual report, 371
Property, 395, 399, 404, 407-409
Public offering of subsidiary stock, 408, 409
Purchase method acquisitions, 391, 402, 403
Purchased tax benefits, 416-418
Reconciliation of net income to net cash flow, 378-381
Restricted funds, 401, 424
Sale of receivables, 394
Sale-leaseback, 372
Tax benefit of stock options, 418, 419
Title, 371

SUBSCRIPTION REVENUE, 174
SUBSEQUENT EVENTS
Business combinations, 86-89, 96, 97
Capital stock transactions, 92-94, 96
Casualty loss, 95
Contract awarded, 96
Debt incurred, reduced, or refinanced, 84-86, 95
Discontinued operations, 89, 90
Employee benefits, 92
Leases, 96
Litigation, 91, 92
Partnership formed, 95
Public offering of subsidiary stock, 94, 95
Sale of assets, 90, 91, 95
Sale of receivables, 97
SEC inquiry, 95
Stock purchase rights, 93, 94
Stock splits, 94
SUMMARY OF ACCOUNTING POLICIES, 25-29

STATEMENT OF FINANCIAL POSITION, see Balance
Sheet
STATEMENT OF INCOME, see Income Statement
STATEMENT ON AUDITING STANDARDS, see Auditing
Standards Board

T

STOCK APPRECIATION RIGHTS, 217, 347, 348
STOCK DIVIDENDS, see Dividends
STOCK OPTION AND STOCK PURCHASE PLANS
Stock option plans, 213-217
Stock purchase plans, 218
STOCK PURCHASE RIGHTS
Amended, 227
Issued, 325, 326
Outstanding, 206, 207, 210, 215, 227-229, 355
Redemption, 337

TAX BENEFIT LEASES, 163
TAXES OTHER THAN FEDERAL INCOME TAXES
Expense, 245, 246
Liability, 169, 170
TECHNOLOGY, 153, 156
TENDER OFFERS, 94, 96, 97, 220
TIMBER, 137, 280, 283
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V

TIMBER CONTRACTS, 84, 280
TOOLS, 30, 31, 154
TRADEMARKS/TRADE NAME, 153
TRANSLATION OF FOREIGN CURRENCIES
Cumulative adjustments, 221, 222, 365-369
Gains/losses, 29, 236, 237, 247, 248
Hedging, 68, 77
TREASURY STOCK
Balance sheet presentation, 219, 220
Issued, 318, 334, 363
Purchased, 333
Reclassified, 338
Retired, 332-334, 339, 346
Subsequent event, 93, 94, 96
TRUSTS
VEBA, 129, 278

VACATION PAY, 166
VEBA TRUST, 129, 278

w
WARRANTIES, see Guarantees and W arranties
WARRANTS
Exercisable into debt, 180
Stock, see Stock Purchase Warrants

u

WRITE-DOWNS/WRITE-OFFS
Intangible assets, 249
Investments, 249
Property, 138
Real estate projects, 162

UNASSERTED CLAIMS, 73
UNAUDITED DATA
Business combinations, 55-59, 176
Subsequent event, 87-89, 95
UNBILLED COSTS, 131, 132

Y

UNCERTAINTIES, 428-435
UNCONDITIONAL PURCHASE OBLIGATIONS, 79

YEAR ENDINGS, see Fiscal Periods

UNCONSOLIDATED SUBSIDIARIES, Investments
UNDISTRIBUTED EARNINGS
Taxes accrued, 295, 296
Taxes not accrued, 296-299
UNEARNED REVENUE, see Deferred Credits
UNUSUAL/NONRECURRING ITEMS
Gains, 241, 242
Losses, 254, 255

Z
ZERO COUPON NOTES, 178, 179

T E C H N IC A L H O TLIN E
T h e AICPA Technical In fo rm atio n S ervice answ ers
inq u iries ab o ut sp ecific audit o r ac co u n tin g problem s.
Call Toll Free
(80 0) 223-4158 (Except New York)
(80 0) 5 2 2 -5 4 3 0 (N ew York O nly)
T h is service is free to AICPA m em bers.
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